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FOR EWOR D

This handbook is intended for use by those developing and/or operating
home-based business programs. The curriculum included here can be used to
set up a school-based business to provide students mdth actual experience
in a business. The curriculun also series as every basic course of study
for small business and entrepreneurship programs.

The handbook is divided into two parts. It consists of.instructional
materials and infonmation to be used to teach selected competencies.
Developers of this handbook focused prhnarily on those competencies for
which materials are not readily available to teachers. It also includes
resources for ordering additional materials.
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INTRODUCTION

hane-based business is a small business that is generally operated in the
home by one or more family members. Frequently the hame-based business is
the result of converting a hobby or other skill into a profit-meking
business. The home-based business owner does all the work, record keeping,
managenent and decision-making required to make the business function.

In rural Alaska, employment is often unavailable; the employment which is
available is frequent4 seasonal. This situation provides the opportunity
for self employment by using an existing akin or attaining a new one.
Sane people begin a nem business with a nwarm-up" period to try it out on a
small scale and to test its reception in the eammunity. The trial period
can be combined with other part thne work to provide same ineame %tile the
business is beiwi tested.

Advantages of Bkime-Based Businesses

They may create jobs wheAlopo jobs were previously available.

AtIlf
There mmy be lomm start' because sorksite, materials and
equipment may already be abke.

.t"
There may be low operating coart*Ause a separate building, child
care, etc. are not necessary.

k
There is little °muting thne or ex tpeause work is done in the
hame.

There are tax benefits because many of the pses of operating the
home can be charged off to the business.

e ,
They provide life style flexibility because people enti set their own
work schedule.

They can provide high job satisfaction.

Edsadvantages of Beme-liased Businesses

There umy be a loss of immane because of inability to manage time and
resources.

There may be problems with friends who expect a special deal and are
quick to express dissatisfaction.

Sibrkers may feel isolated fram the traditional world of wyrk.

There may be problems in complying with zoning laws.

Space amy be cramped or inappropriate.

Family privacy and lifestyle patterns may be disrupted or set aside
because people ignore office hours.

There may be unstable ineame.

There my be problems with friends who don't visit because they are
afraid of a sales pitch.

There insy be problems %dth friends who expect free advice.
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?any schools in Alaska start and operate school-based businesses. These
progranm provide students vidth an understanding of how the free enterprise
system works as well as practical knowledge and skills needed to operate a
hane-based business. This manual is designed to provide an overview of the
school or home-based business. It includes instructional materials to use
in teaching competencies students should gain through the program.
Emvelopers of this guide tried to focus on areas hmwhich they felt there
was not much readily available to Aaaskan teachers. It also includes
resources for additional information. Special attention is given to Small
Business Admdnistration publications, but other textbooks and books are
also listed.
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Goal 1.0 To understand personal traits necessary
for self employment

Competencies:

1.1 Cboduct a self assessment of personal traits

1.2 Present a professional image

1.3 Set personal goals

1.4 Use decisionlniking skills

1.6 Use problemrsolving Skills

1.6 Mange time and resonrces

1.7 Work effectively vith other people

1.6 Separate professional duties from hone responsibilities



Self-Analysis: Are You A Salesperson?

How to Grade

Grade each point on the basis of 0 to 10. If you believe that you are what you should be, give your-
self 10 points; if only medium, 5 points; and if entirely disqualified, give yourself a 0; give any inter-
vening points for other values.

Apply your own knowledge. Consider what a discriminating person in full pasession of the facts
would give you.

When you have graded each of the 100 points, add the figures and place thesum in the proper place
at the end of the column. Divide by 10 for your percentage of efficiency.

A. APPEARANCE

1. Is your expression pigment?

2. Clothes spotless and premed, shore shined?

3. Are your clothes selected with tastestyle, fit, color, harmony?

4. Do you look like you are master of yourself?

5. Are your manners pleasant and friendly?

6. Do you correct all appearance liabilities?

B. HEALTH

7. Is your health a 100% business asset?

8. Is your health as important as money?

9. Do you observe the simple health rules regarding eating, drinking,
breathing, and exercising?

10. Is your power of endurance above average?

11. Lost any workdays this year due to illness?

GRADE
YOURSELF

HERE .



C. FEARLESSNESS

12. Are you at ease before strangers or superiors?

13. Are you conscious of the new courage that results from acquired power?

14. Do you follow your own convictions?

15. Have you eliminated all fear of the future?

16. Do you meet problems squarely without evasion?

17. Do you use knowledge to banish fear?

D. SELF-CONFIDENCE

18. Are you sure of yourself at all times?

19. Do you use and apply your knowledge?

20. Do you start things with confidence rather than doubt and cold feet?

21. Are you confident about your own judgment?

22. Is action the result of your self-confidence?

23. Are you able to inspire confidence in others?

E. AMBITION

24. Is your life's aim big enough for your ability?

25. Do you back your ambition with decisive action?

26. Do you plan each day to advance a step?

27. Do you study the best ways for personal advancement?

28. Do you take full advantage of opportunities?

29. Are you eager to end well in life?

30. Would fulfillment of your ambitions make this world a better place?

3 1 6



F. WILL POWER

31. Is your will power trained for decisive action?

32. Can you shoulder responsibility without worry?

33. Do you control your temper and words?

34. Can you shed nonessential details?

35. Do you make enough time for self-development?

36. Is your will like "high-tempered steel"?

37. Is daily practice of your will power a habit?

G. CONCENTRATION

38. Do you train yourself to concentrate at will?

39. Are surroundings picked to favor concentration?

40. Does business study get undivided attention?

41. Can you concentrate for a long period?

42. Are you developing a clear, accurate, hard-thinking business mind?

43. Do you really "think" rather than kid yourself to believe you think?

H. SUGGESTION

44, Do you seek the value of positive ideas?

45. Do you avoid negative suggestions?

46. Is indifference allowed to hinder progress?

47. Do your manners serve as positive suggestions?

48. Do you use the power of self-suggestion?

I. TACT ,

49. Do you get along well with most people?

50. Do you try to "lead" rather than "boss"?

4
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51. Do you avoid loss of temper and sarcasm?

52. Do you avoid hasty remarks that hurt others?

53. Do you always practice the highest courtesy?

54. Do you always express appreciation when due?

J. INTEREST

55. Are you deeply interested in your own work?

56. Do you make careful daily observation of your work to improve it?

57. Are you interested in the human problem of business management?

58. Do you observe people's features and study their characters?

59. Do you endeavor to read people's thoughts to anticipate their needs?

60. Have you a scientific interest in problems of modern business?

61. Are you yourself your greatest object of constructive study?

K. SINCERITY

62. Is your word as good as a bond?

63. Do you have high ideals of life and service?

64. Is your work interesting rather than routine?

65. Do you stand loyally by your deserving friends?

66. Are you sincere even though it sometimes resultsin apparent disadvantages?

67. Are you honest for other reasons than because "it pays"?

68. Do you practice what you demand from others?

L. ALERTNESS

69. Can you understand Viewpoints of others?

70. Are you quick to understand instructions?

71. Are you known as a wide-awake person?

5 1 8



M. MEMORY

72. Is your memory excellent?

73. Do you train your memory for improvement?

74. Do you remember names as easily as faces?

75. Can you forget nonessential facts?

76. Do you depend on trained memory power rather than short-cut methods?

77. Do you consciously combat every tendency to absentmindedness?

N. EFFECIIIVE SPEECH

78. Do you talk without hesitation?

79. Are your ideas clearly and logically organized?

80. Are you master of yourself?

81. If eating with superiors, are you at ease?

82. Do you convince people?

83. Do you secure the desired action from people?

0. INITIATIVE

84. Do you seek opportunities to better yourself?

85. Do you make plans to realize your goal?

86. Do you have to be "told" less than the average?

87. Do you make constructive suggesticns freely?

88. Are you systematically developing your power of constructive imagination?

89. Are you right now thinking of how to profit by use of this chart?

90. Are you able to meet new situations with dispatch and oonfidence?

91. Does experience prove your ideas practical?

61 9
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P. RELIABILITY

92. Are you known as a person who "gets things done"?

93. Are you trustworthy in little things?

94. Is your credit good at all times?

95. Do you keep your promises and appointments?

96. Are you reliable in all of your work?

97. Is your judgment so sound and reliable that it is sought by others?

98. Do you establish your "reliability" as thoroughly as your "ability"?

99. Do you deliver dependable results without supervision?

100. Are you absolutely loyal to your organization?

TOTAL POINTS

YOUR PERCENTAGE OF EFFICIENCY
(Divide above sum by 10)

GRADE
YOURSELF

HERE

SOURCE: Weirauch, B. "Self-Analysis for Salesmen."Sales Management Guide. Chicago: Milne 11 Corp., 1973.

From Program for Acquiring Competence in Entrepreneurship (PACE), Instructor's
Guide, Level 1, The National Center for Research in Vocational Education,
The Ohio State University, 1960 Renny Road, Columbus, OK 43210, 1983.
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Guidelines For Goal-Setting

"If you don't knom %tat you want, you probably will never get it."

Gbals are hnportant for giving direction to your energy. They can give
your life purpose, direction, and provide something to look forward to.
You may feel that goals are lhniting, on the contrary, however, onee you
have set a plan or goal, then you can examine the options and change your
plan if necessary. Without a goal, you may remain free-floating with no
end in sight, probably blind to opportunities as they pass you by. Setting
a goal can activate moment= tcwards a long-range outcome you nay desire.
It gets things moving.

Any goal must be:

1) Egjayanuadxganinduj - It must contain qualities that are essential
to you -- your values, interests, strengths, and weaknesses. It must
reinforce your ideas of success and what you must have to nake you
happy.

Cbnsider: Mftat do I want?" 'What are the resources to work with?" and
"lbw can I put them together to get what I want?"

2) Realistic - If a goal is unattainable, it can be self-defeating and
frustrating. If the goal is real, then you make the everyday
choices that will lead towards achieving your goal.

3) Specific - It would be too vague to say "I want to be happy." By being
note specific -- "I want to be good at decorating; that would nuke me
happy." -- you can break your goal down into small steps.

4) Anggeable - Working with a manageable goal allows flexibility. If one
step doesn't work, it is easy enough to try another alternative. You
can begin to determine how you want to spend your time, and what short
term objectives are necessary to reach your long-range goal.

Gbal-setting offers a disciplined, creative approach to life. It can
create tension, but this tension can bring out our finest resources and can
quicken your mind in response.

To help you detenmine meaningful goals for yourself, complete the
folloming:

21



List here things you would like to learn to do, satisfying activities
you'd like to be involved in, and things you want to strive toward
during the mot five years. Seeping your values in mind, think in
terms of occupation, leisure time, family, edUcation, etc.

kbaLyalialikcifijaggelLin_anit_seab

Ldst here things you would like to learn to db, activities you'd like
to be involved in, and things you want to strive toward during the next
year. Sane of these may be duplications of your first list.

You can now take this information and convert it into a statement of a goal
or goals that you'd like to accomplish.

9 22



Decision-Making

There are four steps to any decision:

1. State the goal to be achieved or the
2. List alternatives.
S. EValuate ea alternatives.
4. Cbnsider the odds or chances of each

problmn to be solved.

outcane occurring.

The four steps appear simple, yet you undoubtedly know from your cwn
experiences that making a decision is often difficult. Decisions are
difficult tecause each of us is a complex individual with unique needs,
values and his/her.own personality. This is why ne need to learn how to
gather and evaluate infomnation.

It's tkne io practice making a real-life decision for yourself. In the
space below, use the four-step process to make a decision about a goal you
want to reach or a problem you need to solve within the next three months.

1. Cbal to be achieved or problem to be solved:

Alternative Advantages, Edsadvantages Probable Outcome

1.

2.

4.

.

4.

-



PROBLEM SOLVING PROCESS

There are distinct steps involved in the problem-solving process:

ACCEPT

DEFINE

Decide that the problem is your challenge
and your responsibility.

Be clear about exactly what should be improved
or changed.

Look at all aspects of the problem. Look at your
value system and bow it relates to the problem.
Decide en criteria to use in weighing salutions

ANALYZE to the prOblen. Decide if there is additional
information you need to solve the pedblem.

Brainstorm possible solutions to the problem.
LIST Be as creative as possible.

SELECT Evaluate the possible solutions against your
criteria. Select the best solution.

Assign responsibilities and timelines to assureIMPLEMENT that the solution is Implemented.

Determine bow effective the solution was in
EVALUATE solving the problem.

11 24



Managing Your Time and Your Life

Effectively managing your time takes a great deal of thought about

what it is you want to do and sound planning as to the best way to accomplish

it. There are five basic steps in time management:

1) Set your goals.

2) List activitieeto achieve your goals.

3) Prioritize activities.

4) Make a To Do List.

5) Consider the best use of your time.

SET YOUR GOALS

In order to effectively manage your time, you must first know exactly

what it is you're trying to accomplish. As Lewis Carroll put it, "If you

don't know where you're going, youlll end up somewhere else." The first

step in time management, then, is setting goals. Decide what it is you

want to do, to possess, to share, to contribute, to be. You should list

both short term (for the day or week) and long term (for the month, year,

decade) goals in all areas of your life: social, professtonal, financial,

cultural, educational, physical, spiritual, personal, family, etc. Make

sure your goals are actually achieVable and that you can succeed in doing

what you set out to do. Success breeds success.

It is important to write out your goals, for they become more real

and more important to you then. Writing your goals helps you to make a

commitment to achieving them. It's also important to prioritize your goals

so you'll know where to spend the most energy.

LIST ACTIVITIES TO ACHIEVE YOUR GOALS

Goals are broad statements of what you want to achieve, and it's

necessary to specify activities you need to do in order to achieve your goals.

For example, you might have a goal "to get in shape." In order to actually

get in shape, you'll need to do certain activities. Perhaps you'll do

callisthenics for twenty minutes a day, or perhaps you'll run a mile every day.

Activities are steps to achieving a goal.

12
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15 determine the right activies for achieving your goals, you must

1) list the possible activities for each goal and 2) set prloxities to

allow you to select the most effective activity to do now.

PRIORITIZE ACTIVITIES

If you were conscientious in listing lots of possible activities, you

will probably have too many activities to possibly complete with the time
you have. Now is the time to set priorities and switch from being unrestricted

to being realistic and practical. Start by spotting and eliminating low

priority items (those on which you're not willing to spend time each week).

Once you have prioritized the important activities on your list,

establish times/dates to start each activity as well as deadlines for

completion of it. Commit yourself to get things done by the deadline.

Hopefully, this process of prioritizing activities will help you to

examine your priorities in terms of your own value system. For some people,

family needs and demands are extremely important, so activities connected

with family will be top priority. Other people may view professional goals

as more important, and will place activities for accomplishing professional

goals at the top of their list. The important thing is to think about your

own values and consider them when prioritizing activities.

MAKE A TO DO LIST

It's important to take time to plan. Spend only ten minutes at the beginning

or end of the day planning, and it will repay you. Many people also use

Friday afternoon for reniewing the week and planning the next week in a general
way. You may want to use Monday morning for refining your plan and starting

your activities for the week.

We must all function day by day, so it's important to look at the question

"What do I have to do today?" Practically everyone has heard about making

a "To Do List". Successful:people usually use it every single day and make

effective us of it. A To Do List should include those items you want to do.

Add other items as they occur to you, and cross off items as you complete

them. Rewrite the list at the end of the day or when it becomes hard to read.

Keep only one list and don't use many scraps of paper as they seem to disappear

or aren't available when needed.

13
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kratbor technique mem pelvis find helpful is to write out a weekly

sehedule. Start by tilling in essential's eating, sleeping, working.

them amine your prioritised list of activities and fill in those which

are parities. By settle, goais and prioritising activities, you

hsve ideatitied those Wags *doh are importent to you and which you

really wamt to amemplish. 144134 want to iaclude these aotitities in

yew sehodmiss

ideality yam most mestive/productive time of day and use it. Plan

also tee the ommeelsa. leaft schedule every minute and you will then have

some time to demist* the any umbmoves *fah affect us all oath day.

111111111.111.11111..11AMMIL
tema lbw* NEW pal statements, setting priorities for activities.

=Wig Mbedule mod a to de list* give you better metro' over the way

yes mend yew: time, they used to he cometamtly coupled with the above

lesetiem to hemdle your daily lark. Pomo em your high priority activities

amd dem't get hogged, dema em lee value tasks. ask yoireelf the gesstion

*Sew terrible weal it he it I didn't do this?* if your answer is *not

too twerible, them eliminate it.

Legg to delegsbe to tagily/trisada/colleagues, mad be sure to give

reosgsities to them them they oarsy out those tasks. oo one thing at a

tkes, &elitist sidetraoked by distsectieme amd interseptions.

=UKa the above steps are meseloglem if you don't pat them to use.

the best plats remain emly gams until you bring them to life by implementation.

MMt lis 'taw° attitude rather thee a *do it later" attitude. Pro-

mastimaties is ems of II* 'Ow stumbling blocks everyone faces in trying

to mbieve goals amdl make the moot: et their time. ghee you've identified

&high priority activity hst find you waft bring yourself to do it, take

amertMse leek at yomr cboice. It fasy be ot loser priority then you originally

thought. It pude tool itse of high priority and you're still not doing it,

yes es. just be dodge almost humus thing. procrastinating. se put off doing

!binge bessum they seem !commies or become it may result in an unpleasant

eitmstdem, whimsies. we're ataxia we won't do it well enough. ihe best way

14
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to get started with an overwhelming or unpleasant activity is to begin it

even with only a few minutes at your disposal. Break the activity down

into smaller components and start with a shorter task. Start with something

easy if you prefer, but Lugs You may discover that it turns oui to be

much less difficult than you had expected.

This process is not as ccmplicated as it may seem. Give it a try and

see if you can't be more in control of your time and decisions. Remember to:

lElet your goals.

Use the technique of brainstorming to list activities to achieve your fp

Consider the importance of each activity and prioritise the list.

Complete a To Do List or schedule.

each day, spend some time planning.

EItart asking yourself, "What is the best use of my time right now?"

SOP Procrastinating. DO IT NOM!

There is nothing magical about the SUCCESS formula, but it will help you

better manage your time and fulfill your goals.
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What is Your Attitude?

Your attitude is the stance you take toward life based on your values. It

is Your lifestyle pattern - it shows up in the way you relate to people,
places, things and them you divide your time among then. /bur attitude
is a ;tate of udnd that will cause you to respond in a certain way to a
given situation.

The following.chart shows you the behavior characteristics of those who
have healthy, desirable attitudes compared idth those %to have negative or
poor attitudes. -If yOur behavior is similar to that described on the
negative side, you, shatiltknow,that sO0h behavior cau,ies others to react to
you negatively. If you.danitOrk on just one or tmo areas so that your
behaviorzhOws'a desireble,,posit!ve attituda, the behavior of others
toward you will change.., PeOple will like you better, and you mill like
them better. Study the Chart to'siee where you fit in:

MOMITIELNUMPER

1. Smiles easily 1.

2. Willing to change.ideas, 2.
dress

3. Able to see the other persons 3.
point of view

4. Almost never complains 4.

5. Accepts responsibility for 5.
mistakes

6. Seldom criticizes others 6.

7. Cbnsiders what is good for 7.
or helpful to others

8. When talking with other 8.
people, looks them in the
eye but does not try to stare
them down

9. Respects the ideas end
opinions of otheri

10. River yokes excuses

MEGITIMATTIIUDE

'Rarely smiles

Unwilling to change
behavior when appropriate

Unable to see the other
persons point of view

Cbmplains about nearly
everything

Blames others for own
mistakes or short-camings

Very critical of others

Minks only of self, "What's
in it for me?"

Unwilling or unable to look
the other person in the eye

9. Tries to force ideas and
opinions on others

10..Often makes excuses

11. Has variety of interests 11.

16

Few interests, is often
bored
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Meeting Responsibilities

lib all have duties and responsibilities in our personal and professional
lives. The hame-based business person must pay special attention to the
time needed to meet these responsibilities. Let's look at how you use a
typical day.

Draw a circle to represent a day in your life. Edvide the circle into four
quarters using dotted lines. Bach quarter represents six hours. Bkm4
estimate hammany hours or parts of hours you ppend on a typical day in
each of the following areas:

Aatheits Bum
Sleeping
In training or at school
Working
Socializing, playing sports
Beading, satchiwg TV
Ebing chores
Spending thne'vdth family
Miscellaneous

Nos make a pie graph,in the circle to indicate the thme spent in each area.
Your graph may look something like this:

Look at your
effectively?
you must pay
demands wdth

pie graph. Lb you devote enough thme to each area to do it
Mich areas heed more thme? As a hame-based business person,
particalaf attention to how you will balance work-related
home- and family-related demands.
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Goal 2.0 To understand the potential kinds of

home businesses

Competencies:

2.1 Ex Plain what is involved in starting and operating a

mall business

2.2 Identify. rem =aerials in the carmunity which could be

converted into products

2.3 Identify..services which are not being provided in the

camunity 'or services which could be improved
. .

2.4 Identify kinds' of hanettased industries which could

be successful in 'the ilocal camunity
. .
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Summary

Thinking About Going into Business?

U.S. Small Business Administration
Number 2.025

Starting Out
To start and run a small business you must know and
be many things. As one small business owner atten-
ding a conference put it: "When I came here, my
business lost the services of its chief executive, sales
manager, controller, advertising department, person-
nel director, head bookkeeper, and janitor."

This Aid, based on questionsiasked by Imo* in small
business or contemplating starting, suggests the many
,facets of running small concern.that each owner-
manager must become,fe*ilier With. While the
answers to the questiOXX erehirdly eximiustlyX of any

.of oge subjects, they provIde the backgrOUnd for ques-
"tions you may need to ask bears going iito,business,
'as well as suggesting sources of answers to those
questions.

Introduction
Almost everyone considering it has dozens of qUestions
,about starting a small business. The only foOlish quesn
lions. of course, are the questions that aren't asked. Yet;
many times we don't haye enough information to ask
the right questions.

The questions in this Aid are drawn from participants
in satellite telecasts to thirteen States, in Appaladnia
from New York to MisSiisippi. Most of the questioners
didn't own, operate, or manage small businessei. Their
questions are typical of What'S on the minds of potential
business owners. You may have Pondered'similar quei-
tions, as you thought about becoming your own boss.

The questions fell generally into areas such as the steps
in setting up a business, business regulations and taxes,
marketing, and financing a new concern. In this Aid the
questions have been grouped by subject. ,

Answers to the questions came from experts in tne
yarious areas. These experts include a lawyer, an ac-
countant, a bank loan officer, several, small business
owners, arid market researchers.

These answers, it is hoped will help you as you ap-
proach deciding on becoming a small business owner.
The questions may suggest questions that you should
find answers to before you invest your money, time, arid
effort in a small business.

1°

1. If you have money but no particular business in
mind, how can you get enough information on the best
business to go into?

The best way of choosing your business venture is to
look at your experience and educational background. A
thorough review will provide leads on the business field
you should enterdo what you know best. Even more
important, you must like the business field you are go-
ing to enter to bring the enthusiasm and self-confidence
you need to make the business go.

2. What are the basic survival skills you need to run a
business?

The basic survival skills include a working knowledge of
basic recordkeeping; financial management; personnel
management; market analysis; breakeven analysis; pro-
duct or service knowledge; federal, state and local tax
knowledge; legal structures; and communication skills.

3. What special obstacles do women entering business
face, and how can these obstacles be overcome?

Women ate at' last making inroads into business, not on-
ly as execntives but as bwners. There are many
obstacles, chief among them the doubts that lenders,
suppliers, and in some fields, customers have about
women's ability to run businesses. These can be over-
came with' self-confidence and a strong belief in your
ideas. You should not be discouraged by being rebuffed
by people who simply don't understand. As more and
more women enter business and succeed, the process
will become easier and easier.

4. What are the most important factors that cause
small business failure?

There are, of course, many reasons for the failure of
new small businesses. One way of looking at the causes
is to remember that a new busineis is starting at zero
momentum; ne%4Iy entering a market, having to
establish supplier relations, finding proper financing,
and training employees. To coordinate all these facets
and start then) simultaneously is a tremendous job. If
you don't have experience and management capability,
succss wonl.be very likely. You'll also find that under
capitill*ed.biisinesses, ,those withoUt enough cash to
carii theI*.thiough the first siimoiths or so before the
btisiiiii*Startslinaldni money, dOn't have.good survival
-prOspeati;In-such cases, .even businesses with good
Inaiiagenient can fouider.



3. If you're trying to buy a going service business,
how can you figure a reasonable price for the business
that takes into account goodwill and business contacts
in addition to the value of equipment and inventory?

There are many methods, but basically what you're try-
ing to do is set a value on the,assets and earnings
record of the firm. The simplest way is to determine the
"payback period," usually two or three years, That is,
the net profit for two yearsWould equal the goodwill
value, A more complicated and accurate method called
the "net present value" 'Method, is based on the cOst of
capital and a risk factor, For that method an accoun-
tant's help would be valuable.

t.

8. What kind of a market study should you do before
deciding to buy a radio station?

Determining the price of any business is difficult, For a
radio, station specifically, you can gettha figures on the

.total &venue of all'stitioni in,the area (thiit is, advertia-
ing revenue) from the Federal`Trade Coriniiision, You

should alio get,the percentege of the.total market that
`ithe, station yoU're'considering hat'. You Must 'Aso deter-

mine the potential market for the area in advertising
dollars. Finding Out the total number of tiusinesies by
line and size in.,the area, coveied by the statiOn,ind their
advertising experiditurei.would give you some insight.
Really, you'd study the market like this for, buying any

. ,

business.

Regulations and Licenses
7. How do you find Out what the federal, state, and
local regulations are for the type of business you're
going into?

The regulations for businesses may vary for different
lines of,business and certainly will from state to state.
You can find out bicontacting the various levels of
government like the internal Revenue Service for
federal tax regulations, hut your best bet is to go to your
local SBA office. They can give "yoU specific information
for all levels of governMent. Local chambers of com-
merce can also often help you in this area.

8. What kind of regietration and licenses are generally
required?

Obviously, ii we juif disduised, there are specific re-
quirements in each.stite and locality, hut it is possible
to iist,the,4inds.pf haiik ',licenses and iegistrations a new
businesi will need:-

LocalA business license from city, town, or county,
depending on your location, will be necessary. In addi-
tion, you'll have to meet zoning laws, building codes,
and similar regulations.

StateIn most states, if your business isn't a corpora-
tion and your full name isn't in the name of the
business, you'll have to register under what's called the
fictitious name law, You should also file for a sales and
use tax number. In some lines of business (like liquor
stores, barber shops, real estate offices) specific licenses
are needed.

FederalYou'll need to contact the IRS for an
employer's identification number and a "Going Into
Business Tax Kit."

9. What's this OSHA you hear about?

OSHA is the U.S. Labor Department's Occupational
Safety and Health Administration. It is responsible for
helping make work premises safe and healthy for
employees. Since change in this area is frequent, it's
best to contact OSHA itself. They have a number of
publications aimed at small business.

10. What are some specific legal requirements for mail
order businesses which might not apply to other
businesses? The business under consideration would
not use direct mail advertising, rather it would adver-
tise in magazines and newspapers.

YoU should contact the Federal Trade Commission and
get the FTC's list of publications; you can order those
that pertain to your particular business. If you're selling
food, you must get in touch with the Food and Drug Ad-
ministration.

11. How do you go about finding suppliers and
manufacturers?

Most suppliers are interested in adding new accounts. A
prime source for finding suppliers is the Thomas
Register. It lists manufacturers by categories and
geographical area. Most libraries have state's directory
of manufacturers. If you know the product line and
manufacturers, a letter or phone call to the companies
will get you the local distributor-wholesaler. In some
lines, trade shows are good sources of getting suppliers
and looking over competing products.

12. Should a sole proprietor with no employees have
disabilty benefits?
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If you can afford it, it's a good idea. It makes sense to
protect the income of a small sole proprietorship with
income maintenance insurance. Ask your insurance
agent about various plans.

13. How often should a small grocery store take an in-
ventory?

A physical (can by can) inventory should be taken at
least once e quarter. If your fiscal year ended December
31, you'd take one then and subsequently on March 31,
June 30, September 30, and so on. If you have an
automated ordering system, you can take a physical in-
ventory less frequently.

14. How long does it take a new business to establish
a good public image?

A good, public image takes a long time to establish (and
only minutes to lose). There is no set formula, but a
good image depends on:

The service, products. and customer treatment you pro-
vide;

The market you're in;

How you stack up against your competitors:

The quality of your public relations and advertising pro-
grams. If you're new to a marketand if you do what
you say you're going toyou may establish an excellent
reputation in 18 to 24 months.

15. How do you find a good lawyer?

As with most personal services, you must have rapport
with your attorney. The best way to determine this is to
talk to law!,,ers by phone or visit them before yoU make a
selection. Get recommendations from friends, your
banker, or lastly a "lawyers, reference seryice." You're
looking for someone you can trust and whn will take an
interest in you and your business.

18. Do you need a lawyer to start a business?

No, but it's wise to get the best advice possible when
"you're starting out An attorney is one source of the ex-
pertise you'll need to draw on. In some states you need
an attorney to form a corporation. Chenk your state law.

Form of Business
17. What form of business do you recommend for a
new business?

Each legal form, sole proprietorship, partnership, or cor-
poration, has its advantages and disadvantages. The one
you should pick depends on your circumstances. in-
cluding:.

Your financial condition.

The line of business you're entering.

The number of employees,

The risk involved.

Your tax situation.

Don't assume, if you plan a one-person business, that
sole proprietorship is the way to go. See your lawyer.

18. I've heard that the Subchapter S corporation and
"1244" stock offerings are designed for small
business. Could you explain them?

Essentially, a Subchapter S corporation treats profits or
losses by the corporation as ordinary income or loss to
the individual stockholder. A full discussion of the Sub-
chapter S corporation can be found in Internal Revenue
Service Publication Number 589.

Internal Revenue Code Sction 1244 allows an individual
to treat losses on the stock of a "small business corpora-
tion" as deductions against ordinary income. IRS
Publications Number 542. 544, and 550 have sections
discussing this regulation.

The rules for taking advantage of these devices are quite
specific and a little involved. You should get the IRS
publications. You can get copies by getting in touch
with your local IRS office. It's listed in your local direc-
tory under "U.S. Government." It would be a good idea
to discuss these topics with your accountant, lawyer. or
other business advisor.

19. Is it a good idea to incorporate your business in a
state other than the one in which you plan to do
business?

No. For small businesses it's normally best to incor-

21.
porate where you are going to do business. If you incor-



!wale out of state. you'd have to register as a "foreign"
mrimration.

Taxes

20. Is a sales person, paid on a commission basis,
treated like an hourly wage sales clerk with respect to
tax withholding?

Yes, unless the sales person is a manufacturer's rep or
is in business as an independent contractor.

21. Concerning a sales representative on straight com-
mission, is it mandatory tri take oit FICA taxes (social
security) and withholding taxes?

Yes. if the rep is an employee of the company. The
deciding factor is Whether or not the rep is an indepen-
dont contra( tor in business for herself or himself.

22. What about casual labor and taxes?

If an individual is your eMployee, you must withhold
taxes. The only exception is if the labor isbn an in-
dependent contract basis. Then the independent con-
tractor withholds taxes and files all apprOpriate forms.

23. Say you have a partnership between two people
and the spouse of one of the *tiers keeps the book,
is the spouse an employee, even if he or she isn't
paid?

If he or she weren't paid. such a bookkeeper could be
classified as a nonemployee. Thus, since there are no
wages. there are no withholdings for income tax. FICA,
and the like. If you paid him or her, it would be like any
other employee for tax purposes.

24. If I live in one state but go to other states to sell
goods, how do I handle taxes?

As a business in another state, you'd have to collect and
remit taxes to the state where the goods are sold. Most
states have forms to remit these collected taxes. These
sales should by kept separate from sales in your home
state, since you would nbt pay home state sales tax on
them.

25. How I. a corporation taxed if all stockholders
work as salaried emik4ries aid all Profits are applied
to the liquidation of the original purchrise dibt?

Stockholding employees?are taxed on Salaries like any
other employee.'The purchise'Priie Ot a cOrporatiOn is
not a debt to the cOrporitIon;:but an investment by the

stockholders who bought the business. Thus, profits
can't be used to liquidate this price. Profits may be used
to retire corporate debts and, thus increase net worth,
but all principal payments are taxable profits and taxed
according to the corporate tax structure. If your net ear-
nings before taxes approach $100.000, check with the
IRS. It may be necessary to pay dividends, since non-
payment could be considered a technique for avoiding
dividend taxation.

The Market
28. How can you get the census data you need to
estimate the market for your store or service in a
given locality?

You can get census information from the Bureau of the .

Census in the U. S. Department of Commerce, as well
as through chambers of commerce and various state and,
local agencies that deal with business. You can find this'
information in your local public library and get it from*
nearby colleges and universities, too.

27. How can you find out what the prevailing costs
are for a service business in your market area?

One way is simply to call competitors and ask their
prices. Their prices will give you a lead. You could ask .

competitors' customers for the same information if you
didn't want to go directly to the competition.

28.How do you go about determining the market for a
mail order business?

The principles of determining market share and market
potential are the same no matter how large the
geographical area. You must first determine a customer
profile, the size of the market, and the number of com-
petitors. You could also use a readership survey given to .

you by a magazine in which you intend to advertise.

Pricing

29. How do you figure markup and markdown?

Markup (markon) is the original amount that the mer-
chandise is marked up. Markup as a percentage (also
called gross margin rate) is figured as a percentage of
sales. For example, say the cost of merchandise is $10
and you want a 20 percent markup; what is the selling
price(SP)? By definition we know that markup as a
percentage is given as a percentage of sales. Thus, our .

cost must be 80 percent of the selling price (100 percent
Selling price - 20 percent desired markup).
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The formula is:
SP

SP =

Cost

Cost as % of SP

$10.00

.80

SP = $12.50

So, our selling price is $12.50.. cost $10.00, and markup
$2.50 or 20 percent of the selling price.

Markdown (discount) is a reduction of Selling price
below Pm original sale price Assume the item is mark-
ed down to $11.25. The markdown is $1.25 or a 10 per-
cent markdown ($1.25 markdown divided by $12.50
original selling priCe).

30. How would you go about establishing price
guidelines for a business renting iteMs to customers?

Pricing is based normally On a combinationgforcgst and
Market competition. Trade assoCiations ate4prline: In all probability you would be, although there are some
source of such information. Check your librarY.fOltheri, /74 exceptions. For example, it might be possible to get a
Encyclopedia of Associations with which you'1113e4.1Vioan under your circumstances if yon were buying a
tb find the association dealing with your business. 44,ir Au mass that's already operating well enough to provide., -AT

sj1iptrofits to cover its obligations and the loan.
AJfnóref the applicant is the present managerFinances who Itufmadeithis business go, the chances of getting

such a loarf f'r.a.much better.
'..:' , ....:' ''Misinesi?' :','.t

ROI is used to measure the effectiveness of management
in attaining the owners' desired return on their invest-
ment. Generally, the larger the ROI, the more attractive
a company is to potental investors.

Return on total assets is the net profit divided by total
assets. This measures the net profitability of the use of
all resources of the business. It is another tool for
measuring management effectiveness in the use of all
resources borrowed and equity.

33. Does a bank require absolute top credit references
from loan applicants?

The better the credit references the greater the possibili-
ty of loan approval.

34. If I estimate my start-up cost at $50,000 and can't
put up anywhere near the $25,000 that I've been told
is what I should have for my share, am I wasting my
time even filling out a loan application?

31. What is the average expected net profit for small

kverage net profits vary with the type of
msinessretail. wholesale. service, manufacturing. con-
itruction. They also vary for the type of business struc-
preproprietorship or corPoration. Dun & Bradstreet
Ind Robert Morris Associates publish ratios which give
rou these figures, as well as lots of very useful cost in-
brmation.

12. Would you explain the meaning of "rate of return
on investment"? How is it different from net profit? Is
t different from return on assets employed?

let profii (before taxes) is basically total sales for a
pecific period less cost of goods and operating ex-
winses during that period. (For a retail business. cost of
pods would be your cost of merchandise sold.) Net pro-
itis a function of bot4 rate of returns on investment
ROI) and return on total assets. ROI is net profit divid

by capital invested by the owners (*the coMpany.
!1;

Help!

35. Getting money is difficult; keeping it may be even
more difficult. Where can I get assistance in manag-
ing my business?

Your accountant and bank can provide financial
counseling which can be very helpful in starting amd
managing your business. They can also give you in-
valuable information on the local area and your market
that can be critical in making decisions in your
business.

The U.S. Small Business Administration has many
management assistance programs. It provides counsel-
ing in the areas just mentioned. Most importantly, SBA
can provide the kind of long term management
assistance you need to make your business a success.

:Opiirs.of this'Aid are available free from SBA. PA Box18434; Fort Worth. TX 78119. Aids may be condensed or reproduce& They may not be.Bored to iniply approval bk. SBA of any priVate organization., product or service. If material is reused, credit to SBA will be appreciated.
.4.. .123
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Identify Raw Materials

Raw materials available for use in Alaska are:

ivory

furs

other animal parts

plants

wood

seafood

clay

ash

coal

rocks

'driftwood
g

0?
ferery

., r
lip

6: fv .fp

-s
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Identify Kinds of Home-Based Businesses

Some of the more common products sold in or from a home

Crafts
Detergents
Firewood
Fresh Fruit

and Vegetables
Housewares
Insurance

Jewelry
Make-up
Real Estate
lbys
Vaeuun Cleaners

Same of the more common products made in homes include:

Artwork
Baked Goods
Clothing
Crafts

Sane of the more carlinon in4ane service businesses include:

Accounting, it nanc I al' Painting
Legal Cbnsulting Photography

Pottery

PUblications
Wbodwork

include:

Architectural
Art Work --

Canmercial, Graphics
Beautician
CUtering, Baking
Chimney Cleaning
Chiropractors
Cbntrseting General

or Speciality
Ety Ctre
Engineering
Interior Decorating
Janitorial
Landscaping,
Gardening

Lockmmith
Mink, Art,

Dance Lessons

2 epa4 Work
Adb,Equipnent,

Vehicles
Surv"epitc,,.;

Tailorilig;

DressmakiNV
lelephone .

Answering
Ittoring

TYPing
Washing and

Ironing
Welding
Vsbod Working

Fran ctinating.A.Jiame-Bufilniumin
Wtshington State, Weishington State Office
of Small Business, 101 General
Administration Building, Olynpia, VIA 98504,
May, 1985.

25 .

38



Revised August 1981

Handcrafts

This Small Business Bibliography No. 1, Handcrafts, is
a major, new revision of the july 1977 edition. Its pur,
pose is to present to those interested in crafts, both as
an art and as a business, the best currently available
information on the subject in one brief publication.
Listed are books Specifically related to the business
aspects of handcrafting, bow-to books dealing with its
creative elements, periodicals covering current trends
in handcraft design and marketing, and a roster of the
publishers of these books. It should be noted that
many of these piblishen offer free catalogs of their
own handcraft publications.

This Bibliography I. 'not exhaustive, so not all wor-
thwhile publications ars included. No slight is intend-
ed toward.authors and publishers of materials not
listed. However, a thorough iiriey of the literature
was conducted by the author in developing this
Bibliography iublishers and others may submit to the
SBA any'relliiiiit biformatian for possible inclusion
when this BibbographY is again revised. Prices,
availability, int publishers' 'addresses.* subject to
change without notice.lkis **mended that before
orderinta book, You aik your,local bookstore or
check with the.reference libiarian at your library for
current ordering information.

The author, Barbara Brabec, is Publisher, Book Divi-
sion, Barrington Press, Barrington, Illinois.

Millions of Americans now have a aerious leisuretime
interest in handcrafts, aid in recent years a surprising
number of men, women,"and even children, have turned
their craft hobbies intsilucrative part or full-time
businesses. However, while many hobbyists are produc-
ing beautiful and useful objects that have value in
today's marketplace, it takei experience and know how
to go from hobbyiitio profitable professional, as em-
phasized in my boOk Creative Cish. So if you have
thought of trying to make money from your talents, you
will be glad to know thai you will not have to learn
everything the hard Way. There are several excellent
craft business manuals and diiectories available (see
Handcraft Business, p. 3), as Well as management
oriented magazines (See Periodicals, p. 10) that,will
keep you informed and up-to-date in today's ever chang-
ing crafts marketplace.

The Mt of:Handcraft
What does it take to turn'a hobby into a business? To
begin-With, you must be , highly skilled and have a

rough knowiedge I:A*6**dt is in:art. Such skill

U.S. Small Business Administration
Number 1

and knowledge partially can be gained through the hov
to books listed in this Bibliography. Here you will find
more than 300 of the finest books currently available
from leading publishers. Some are newly written works
others are revised editions of the classics. All are sure I
stimulate your craft buds if you are seeking new infor-
mation and Ideas about the art of handcraft.

The Business of Handcraft
To succeed as a craft seller you will need more than jui
a quality product or line of products. What you sell
must be properly priced. YOu are also a small business
owner, and as such, you must understand production
and marketing techniques, as well as have a little com-
mon sense and a lot of imagination, enthusiasm,
discipline, determination, organizatiu Ind patience. T
all this you must add one more important ingre-
dientenough money to get started, enough to pay for s
beginning inventory of supplies and materials, plus -

business essentials including calling cards, stationery,
brochures, price lists, publicity photos, and craft fair
displays.

As most beginning craft sellers soon discover, there is a
big difference between making things and selling them.
Unfortunately, amateurs often produce what they want
to maki;rather than what prospective buyers wish to
purchase. Learning what buyers are interested in is call
ed market research and this will be an ongoing job ono(
you begin to sell. That is why it is so helpful to read
craft marketing journals and other business publicatiow
that will keep you aware of current trends in consumer
demand.

Obviously, there is a lot more to crafts marketing these
days than merely setting up a card table at a local street
fair. Competition from Professional craftsmen is
substantial, yet there always seems to be room for one
more professionaland your goal as a beginning crafts
seller is a:ways to be professional.

Anyone with well designed, carefulll cr; Id products
can find a market for them somewhsee. ev fri in theso
days of tight aloney. But it may take tir, to find your
particular nieue in tl.e marketplor.e. ftati 4 nd that
niche, you, Will have to develop a ct ':,.11ree of
business expertise. So although th:r. =,"b gloomy
econoinic_predictions for some industries at this lime,
craft authorities agree that the future of the handcraft
industry lOoks promising. As public appreciation for
fine Crafte continues to grow, there will be an increas-
ing number of buyers of high quality craft merchandise.
And at money for high-priced, commercially made
items becOmes more scarce, buyers will be looking for ,



more affordable handcrafted merchandise to satisfy
their demand for luxury, individually, and prestige.

The Bibliography
U.S. Small Business Administration
Washington, D.C. 20418

SBA issues a wide range of management and technical publications
designed to help owner-managers and prospective owners of small
business. (For general information about SBA, its policies and
assistance programs. ask for Your Business and the SBA, free on request
from the nearest SBA.office.)

Listings of currently available publications (free and for-sale) may be
requested from SBA, P.O. Box 154114, Ft. Worth, Tx 79119, or any of
SBA's field Offices. Ask for: SBA 115A-Free Management Assistance
Publications and SBA 1158-ForSole Booklets. The lists are free and
may be used, for ordering the particular series listed, either the free
series from SBA. Or the for-sale series from the SuPerintendent of
Documents (GPO).

SEMI! Business Bibliography (8 to 12-page Pamphlets). Each title in
this series deali with .4 speific kind of business or business function,
giving reference sources. It consists of an introduction that gives a
description of the operation and i listing of references applicable to
the subject covered.Free. Listed on 115A. !Samples include:

Home Businesses (BBB 3)
Selling by Mail Order' (SIB 3)
National Directories for Use in Marketing (SIB 13)
Recordkeeping Systems (SBB 15)

.ManagementAids (4 to 12-page pamphlets). Nearly 100 titles discuss-
ing many different aspecti of small business manigement. Free. Listed
on 115A.

Publishers' addresses are listed in the last section of this Bibliography.

The Handcraft Business

'Career Opportunities in Crafts. Sommer, Elyse. 197745.95 paper.
(Crown)

Catalog Sources for Creative People. Boyd. Margaret. 1980. $8.95
paper. (Barrington Press)

Contemporary Crafts Market Place. 1977. $15.95 paper. (American
Crafts Council)

The Crafts Business EncyclOpedia. Scott, Michael. 1977. $10.00 cloth;
03.95 paper. (Harcourt Brace jovanovich)

1981 Craftworker's Market. Edited by Lapin, Lynn. 1980. $12.95 cloth.
(Writer's Digest)

Creative Cash--How to Sell Your Crofts, Needlework, Designs & Know-
How. Brabec. Barbara. 1979. $9.95 paper (Barrington Press)

The 'Handcrafts Business. 1980. $2.00 paper. (Bank of America)

How to Start and Run Protkable Croft Business. Gael, Arthie and
Myrna. 1977. (Oesi Publicatkm)

How to Start Your Own.Croft Business. Genf= and Mech. 1974.
$7.95 cloth. (Wateox-Guptill)

Selling Your Crafts. Nelson, Norbert N. 1987. $4.95 paper. (Van
Nostrand Reinhold)

Small Busineu Management. Hades. William and Hubbard. Raymond
T. 1977. $9.95 cloth. (Van Nostrand Reinhold)

Teaching Needlecraft. Cornelius, Rosemary; Doffek. Peg and Hardy.
Sue. 1979. $13.95 cloth. (Van Nostrand Reinhold)

Basketry

Basketry of the Appalachian Mountains. Stephenson, Sue H. 1977.
$9.95 paper (Watson-Guptill)

Basketry Today. Meilach, Dons Z. 1979. $7.95 paper. (Crown)

Baskets & Beyond. Coutts. 1977. $14.50 cloth. (Watson-Guptill)

Baskets as Textile Art. Rossbach, Edward. 1973. $14.96 cloth; $9.94
paper. (Van Nostrand Reinhold)

Contemporary Basketry. Robinson, Sharon. 1978. $14.95 cloth. (Davis)

Natural Basketry. Hart. 1978. $9.95 paper. (Watson-Guptill)

The Techniques of Basketry. Harvey, Virginia. 1974. $8.95 paper. (Van
Nostrand Reinhold)

Willow Spokes and Wickerwork. Stephens, Cleo M. 1975. $9.95 cloth.
(Stackpole)

Batik

The ABCs of Batik. Hersk, Bernadette. $8.95 paper. (Chilton)

Batik: Material, Techniques, Design. Nee, Sara..1971. $4.95 paper (Van
Nostrand Reinhold)

Batik: New Look at an Ancient Art. Shaw, Jennifer and Robin. $3.95
paper (Doubleday)

Batik Unlimited. Gibbs. 1974. $13.95 cloth. (Watson-Guptill)

Contemporary Batik and Tie-Dye. Meilach, Dona Z 1973. $8.95 paper.
(Crown)

Designing in Batik and Tie-Dye. Beller, Nancy. 1972. $11.95 cloth.
(Davis)

The Dyer's Art: Ikot. Piongi. and Batik. Larsen, Solyorn. Bronwen and
Garrett. 1978. $37.50 cloth. (Van Nostrand Reinhold)

Introducing Batik. Samuel. 1988. $8.95 cloth. (Watson-Guptill)

Ceramics
The Art of Painting On Porcelain. Miserez-Schira. Georges. $19.95
clqth. (Chilton)

Ceramic Formulas: The Complete Compendium. Conrad, John W. 1973.
$10.95 cloth. (Macmillan)

Ceramic Formulas: Book Two. Conrad, John W. 1980. $12.95 cloth.
(Macmillan)

Ceramics by Coil and Slab. Priolo. Joan and Anthony. $4.95 paper.
(Sterling)

Clay: Hand Building. Sapiro. Maurice. 1979. $9.95 cloth. (Davis)
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Dollhouse Dolls. McCracken, Joann. 1880, $14.91 cloth 811.115 paper.
(Chilton)

The Denison Idea llook, Mick, Pauline and Jackson. Valerie. 1970.
PAO papa, (Hawthorne)

DIANN, Dianna Schlicker, Robert. 1100. $14.95 cloth; 85.95
Palm MOW

Pemily Dolls' Houses. Omens, Vivian. 1973. 852.50 cloth. (C. Branford)

Finning Dolls' Houses. Johnson, Audroy. 1975. $22.50 cloth. (C.
Branford)

How to Make Dolls' Houses. Johnson, Audrey. 1977. $4.75 paper (C.
Branford)

Make and 'umiak Your Own Miniature Rooms. O'Brion, Marlene
Mame. 1978 89.95 paper. (Hawthorne),

Make Your Own Dames. and Dollhouse Miniaturos. O'Brien.
Marian Mame. 1977. *95 palm (Hawthorne)

Make Your Own Dolls' House. Cole, Christopher. 1975. $8.95 cloth.
(Van Nostrand Itainhold)

Miniature Needlepoint and Sowing Projects for Dollhouses. Palk.
Kathryn. 1977. $13.115 cloth: $7.95 paper. (Hawthorne)

Miniatures/Dellhousse-Reproducing Purnitwe in Miniature. Pipe, Ann
Kimball. 1979.95.95 paper. (Contemporary)

Miniature Room Settings. Roams. Helen. $13.50 cloth; $7.95 pepsr.
(Chilton)

Nardlepoint in Miniature. Kuria's. Nancy. 1979. $17.50 cloth.
(Scribner's)

Ready-To-Use Victorian Dollhouse Wallpaper. Handler, Muncie. 1980.
WOO paper (Dover)

"Remembor When" Doll House. Jellison. Phyllis. 1978. $8.95 paper.
(Van Hastened Rehshold)

Dolls and Toys

The Art of Making Wooden Toys. Stevenson. Peter. VIM piper.
(Chilton)

The Art of Making Cloth Toys. Roth. Charlene D. 02.50 cloth: $7.95
Mar. (0111010

The How-To Book of International Dolls. Holz, Loretta. 1979. 912.95
Mai- (Crown)

Magic of Popery. Jenkins, Peggy Davison. 1990, 912.95 cloth; $5.95
paper. (Preatice-Hal)

Making 0.11081 Dolls of Composition. Bisque and Porcelain. Roth.
Chatham. 1990. $12.95 paper. (Crown)

Toys You Can Build. Maglalay. C.J. 1977. $3.95 paper. (Hawthorne)

'balm and Toys and Planes and : Custom Building Wooden Toys.
Meginley. C.J. 1990. $7.116 piper. (Hawthorne)
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Art 11,
Plostraad Relabold)
nankin" of Handsplaning. Fannin. Allen A. 1970. $10.95 cloth.

(Vas

Carding, Spinning and Dyeing. Hopes, Elisabeth and Edberg, Rosner.
1975. 84.95 paper. (Van Nostrand Reinhold)

Dyes Prom Natural Sources. Dyer, Anne. 1975. $7.25 paper. (C. Bran-
bed)

Handepinning. Leadbeater, Eliza. 1975. $16.25 cloth. (C. Branford)

Hand Wool Combing and Spinning. Teal, Peter. $9.95 cloth. (Sterling)

Vegetable Dyeing. Leech. 1970. $11.95 cloth. (Sterling)

ihnbroldery and Stitehery

American Crewslwork. Landon, Mary Taylor and Swan, Susan B.
1979. $5.95 pew. (Macmillan)

An Anchor Manual of Needlework. 1975. $18.75 cloth. (C. Branford)

Arco Encyclopedia of Embroidery Stitches. Butler, Anne. 1980. $22.95
cloth. (Arno)

Art of Embroidery. Gostelow, Mary. 1979. $35.00. (Dutton)

Crewel Embroidery. Francini. Audrey. 1979. $18.05 cloth. (Van
Nostrand Reinhold)

Embroidery. Harding. Mary. 1978. $12.95 cloth: $8.95 paper. (Van
Nostrand Reinhold)

Embroidery for Ike Church. Besse, Pat. 1974. $15.50 cloth. (C. Bran-
ford)

Faces and Figures in Embroidery. Harding, Valerie. 1979. $18.95 cloth.
(C. Branford)

Mary Gostelow's Embroidery Book. Gostelow, Mary. 1979. $15.95.
(Dutton)

One Stitch &lechery: Appel Madeline. $4.95 cloth. (Sterling)

Scrap Saver's Stitchery Book. Foose, Sandy. $8.95 cloth. (Doubleday)

Sizibner Book of Embroidery Designs. Baker. MurieL 1979. $22.50
cloth. (Scribner's)

Smockinp Technique. Projects and Designs. Durand, Diane. 1979.
$2.00 paper. (Dover)

The Stitches of Creative Embroidery. Enthoven, Jacqueline. 1964. $9.95
cloth: $7.95 paper. (Van Nostrand Reinhold)

Erica Wilson's Embroidery Book. Wilson, Erica. 1973. $12.95 paper.
(Scribner's)

Furniture Making and Refinishing

Building Early American Furniture. Danish, Joseph. $15.95 cloth.
(Stackpole)

Colonial Ferniture Making for Everybody. Shea, John G. 1964. $15.95
cloth: $9.95 paper. (Van Nostrand Reinhold)

Creating Modern Furniture. Melba, Dona Z. 1975. $6.95 paper.
(Crown)

Encyclopedia of Furniture Making. Joyce, Ernest. $14.95 cloth. (Steel.
lag)

Furniture Designed by Architects. 1990. $25.00 cloth. (Wateon4uptill)

29



Furniture Maker's Handbook. Family Handyman Mannino Editors.
1977. $17.95 cloth. (Scribner's)

Furniture Refinishing at Home. Rev. ed. Joyner, Nino Glenn. $6.95
paper. (Chilton)

Guide to Furniture Refinishing and Antiquing. Editors of McGraw.Hill.
1980. $3.95 paper. (Mc Gray/411E)

How to Make Colonial Furniture. Gottshall. Franklin H. 1980. $12.95
cloth. (Macmillan)

instant Furniture. Stamberg, Peter S. 1976. $12.95 cloth. (Van
Nostrand Reinhold)

Mission Furniture: How to Make It. Palmier Mechanics Co. 1960.
$5.00 paper. (Dover)

Professional Furniture Refinishing for the Amateur. Savage. Jessie D.
1980. $3.95 paper. (Arco)

Rattan Furniture: A Home Craftsman's Guide. Alth, Max. 1975. $12.95
cloth. (Hawthorne)

Reproducing Antique Furniture. Gottshall, Franklin. 1971. $14.95 cloth.
(Crown)

Woodworking & Furniture Making. Drotning. Jayne and Mason%
Rosemarie. 1979. $6.95 paper. (Contemporary)

Staining & Finishing Unfinished Furniture and Other Naked Woods.
Grote. George. $2.95 paper. (Doubleday)

Jewelry and Enameling

Beginning jewelry. Warwick. lames. 1979. 97.95 paper. (Scribner's)

Cast Pewter jewelry. Kahl. jay. 1975. $10.95 cloth. (Davis)

Cloisonne-The Art of Cloisonne Enameling and Jewelry Making. Man.
Felicia and Mitchell. Louise. 1980. 918.95 cloth. (Chilton)

Crafting Turquoise Jewelry. Power. Bob and Barash. Marc. 1978.
$12.95 paper. (Stackpo)e)

Creating Silver Jewelry With Beads. Seitz, Marianne. $4.95 cloth. (Start-
ing)

Creative Gold and Silversmithing. Choate. Share. 1970. $8.95 paper.
(Crown)

Crnative jewelry Making: Techniques for Craftsmen. Hemard. Larry.
$3.95 paper. (Doubleday)

Designing jewelry. Warwick. James. 1980. $9.95 paper. (Scribner's)

. jewelry as an Art Form. Brynner. lrena. 1979. $12.95 cloth. (Van
Nostrand Reinhold)

jewelry-Basic Techniques and Design. Sprintzen. Alice. 1980. 815.95
cloth; $9.95 paper. (Chilton)

jewelry Making by the Lost Wax Process. Rev. ed. Pack. Greta. 1975.
$8.95 cloth; $4.95 paper. (Van Nostrand Reinhold)

Metal jewelry Techniques. Dawson. 1978. $18.95 cloth. (Watson.
Gupt91)

Metalworking for Jewelry. McCreight. Tim. 1979. $15.95 cloth. (Van
Nostrand Reinhold)

- Painting With Cold Enamel. Fromonteau, Albert J. $3.95 cloth. (Sterl-
ins)

The Techniques of Enameline. Rev. ed. Clarke. Geoffrey; Feller. Fran-
cis and Ida. 1977. $9.95 dab. (Van Nostrand Reinhold)

Glass

Art and Stained Glass: Assembly and Design. Lips. Claude. $3.95
paper. (Doubleday)

Artistry in Stained Glass. Wood. Paul. $9.95 cloth. (Sterling)

CreativeStained Glass. Rothenberg. Polly. 1973. $3.95 paper. (Crown)

Design for Stained Glass. French. Jennie. 1979 $17.95 cloth. (Van
Nostrand Reinhold)

Easy-ToMake Stained Glass Lanipshades With Full-Sixe Templates. Sib.
be% Ed. 1980. $3.95 paper. (Dover)

Glassblowing. Kulasiewies. 1974. $18.95 cloth. (WetsonGuptill)

Gloss Craft: Designing, Forming. Decorating. Kinney. Kay. $6.95 paper.'
(Chilton)

Glassforming: Glassmaking for the Craftsman. Schuler. Frederic and
UK $12.50 cloth. (Chilton)

Glassworks. French. Jennie. 1974. $10.95 cloth; $7.95 paper. (Van
Nostrand Reinhold)

How to Work in Stained Glass. Isenberg. Anita and Seymour. 913.95
cloth; $8.95 paper. (Chilton)

Leaded Giass. Alastair. 1978. $18.50 cloth. (Waison.Guptill)

Stained Glass: Advanced Techniques & Projects. Isenberg. Anita and
Seymour. $15.00 cloth; $8.95 paper. (Chlhon)

Stained Glass Crafting. Wood. Paul. 97.95 cloth. (Sterling)

Stained Glass Lamps: Construction and Design. Isenberg. Anita and
Seymour. $14.50 cloth"; $8.95 paper. (Chilton)

Stained Glass Painting. Isenberg. Anita and Seymour; and, Millard,
Richard. $14.95 cloth; $8.95 paper. (Chilton)

Starting With Stained Glass. Wood. Paul. $4.95 cloth. (Sterling)

Graphic Ads

The Complete Book of Calligraphy. Butterworth. Emma Macalik. 1980
$12.95 cloth. (Harper and Row)

Graphic Arts Fundamentals. Walker. John. 1980. $12.40 cloth.
(Goodheart)

Graphic Design Manual. Hofmann, Armin. 1978. $8.95 paper. (Van
Nostrand Reinhold)

Graphic Idea Notebook. White. 1980. 914.50 cloth. (Watson-Gupta!?

Learning Calligraphy: A Book of Lettering, Design and History.
Shepherd. Margaret. 1978. $7.95 paper. (Macmillan)

Lettering. Waldo. John. 1974. $10.95 cloth. (Davis)

Manual of Graphic Techniques. Porter, Tom and GreenstreeL Robert.
1980. $9.95 paper. (Scribner's)

Pen Calligraphy. Cataldo, John. 1978. $14.95 cloth. (Davis)
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Photo Art Procaine. Kookier-Howell, Nancy. 1980. $14.95 cloth.
(Davis)

Photo-Offeet Lithography. Prust, Zak.. 1977. $8.96 cloth. (Goodheart)

Studio Tips for Artists 8- Graphic Designers. Gray, Bill. 1976. $5.95
paper. (Van Nostrand Reinhold)

Leather

The Ark of Working With Leather. Edwards, Steven M. $5.95 paper.
(Chilton)

Leather as Art and Craft. Newman, Thelma. 1973. $7.95 paper.
(Crown)

Latigo Leather. Genfan and Taetsch. 1978. $7.95 paper. (Watson-
Gupta!)

Leathercroft. Zimmerman, Fred. 1976. $4.40 cloth. (Goodheart)

Leatherworlc, Head. Hamilton, Ian. $11.95 cloth. (Sterling)

Macrame

Do Your Own Thing With Macrame. LaBarge. 1973. $13.95 cloth.
(Watson-Guptill)

Far Beyond the Fringe. Andes. Eugene. 1973. $8.95 Paper. (Van
Nostrand Reinhold)

Fibar Expressions: Knotting and Looping. Rainey, Salta. 1979. $14.95
cloth. (Davis) '
Macrame: The Art of Creative Knotting. Harvey., Virginia. 1967. $10.95
cloth: $6.95 paper. (Van Nostrand Reinhold)

Macrame-The Croft of Knotting. Shoe', Jacqueline. $5.95 cloth. (Sterl-
ing)

Macrame: Creative Design in Knotting. Meilach, Dona Z. 1971. $4.95
paper. (Crown)

Macrame (Creative Knotting). Pesch,* Imelda Manalo. $4.95 cloth.
(Sterling)

Macrame Gnomes and Puppets. Meilach, Dona Z. 1980. $7.95 paper.
(Crown)

IMognifil;ent Macrame. Solvit, Marie-Jeanine. $16.95 cloth. (Sterling)

Practical Macrame. Andes. Eugene. 1971. $5.95 paper. (Van Nostrand
; Reinhold)

Miscellaneous Handcrafts

Art From Many Hands. Schuman, Jo Miles. 1981. $22.95 cloth.
(Prentice-Hall)

A;t of Collage. Brommer, Gerald.'1978. $14.95 cloth. (Davis)

Beautiful Crafts BOA'. Editors of Searliag. $14.95 cloth; (Sterling)

Collecting American Croft Antiques. Ketchum, William C., jr. 1980.
$12.95 cloth: $7.95 paper. (Dutton)

Crafts, Illustrated Designs and Techniques. Kicklighter, Clois, and
Baird, Ronald. 1980. $15.00 cloth. (Goodheart)

Creating an Interior. Levenson, Helene. 1980. $22.95 cloth. $12.95
paper. (Prentice.Hell)

Creative Crafts. Jeffs, Angela. $29.95 cloth. (Sterling)

Dough Creations: Food to Folk Art. Gardner, Pat and Gleason, Kay.
$12.50 cloth: $6.95 paper. (Chilton)

Easy-To-Make Candles. Buy, Gary Y. 1980. $2.00 paper. (Dover)

Fabric Collage. Ballarian, Anna. 1978. $10.95 cloth. (Davis)

Giant Book of Crafts. Editors of Sterling. $20.00 cloth. (Sterling)

How to Clothbind a Paperback Book. Kafka, Francis 1. 1980. $1.50
paper. (Dover)

ICnifecraft. Latham. Sid. 1978. $18.95 cloth. (Stackpole)

Modern Welding. Althouse, Andrew; Turnquist, Carl and Bowditch,
Witham. 1980. $14.84 cloth. (Goodheart)

Outdoor Gear You Can Make Yourself. Lamoreaux, Bob and Marcia.
$4.95 paper. (Stackpole)

Plastics. Cope, Dwight. 1978. $4.40 cloth. (Goodheart)

Plastics as an Art Form. Rev. ed. Newman. Thelma R. $8.95 paper.
(Chilton)

Reupholstering at Home. Nesovitch. Peter. 1979. $7.95 paper. (Crown)

Scrimshaw. Linsley, Leslie. 1978. $8.95 paper. (Hawthorne)

String Art: Step-By-Step. Sharpton, Robert E. $12.50 cloth; $6.95
paper. (Chilton)

Wire Art. Hann, Scott and Smith. Davis. $8.95 paper. (Chilton)

Nature Crafts

Beautiful Nature Craft Book. Editors of Sterling. $15.95 cloth. (Sterling)

Crafting With Nature's Materials. Alkema. Chester fay. $4.95 cloth.
(Sterling)

Designing With Natural Materials. Miles. Bebe. 1975. $10.95 cloth.
(Van Nostrand Reinhold)

Design in Nature. Varney, Vivian. 1970. $12.95 cloth. (Davis)

Flower Pressing. Batmen, Peter and Susanne. $4.95 cloth. (Sterling)

Nature Crafts. Epple, Anne Orth. $4.95 paper. (Chilton)

Shallert*. Stephens, Cleo M. $8.95 paper. (Chilton)

Wildcrafts. Linsley, Leslie. $9.95 cloth. (Doubleday)

Needlecraft'

The Bask Book of Machine Knitting. Holbourne, David. 1979. $12.95
cloth. (Van Nostrand Reinhold)
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Bobbin Laosmaking for Beginners. Dawson, Amy. $5.95 cloth. (Sterl-
ing)

Book of Knitting 8. Crochet. Scbacherimayr. Ed. 1973. $11.35 cloth. (C.
Branford)

Creating From Remnants. Bidder. Ethel Jane. $4.95 cloth. (Sterling)

Creative Crochet. Edson and Stimmel. 1973. $13.95 cloth. (Watson-
GuPtlit

Creative Machine Knitting. Mendelson. Linda and Dittrick Mark.
1979. $17.50 cloth. (Hawthorne)

Crocheting Afgans. Weiss. Rita. 1979. $1.50 paper. (Dover)

Design Crochet. Dittrick, Mark. 1972. $14.95 cloth. (Hawthorne)

Designing in Stitching and Applique. Helfer. Nancy. 1572. $12.95 cloth.
(Davis)

Exotic Needlework. Meilach. Dona Z. and Menagh. Dee. 1978. $9.95
paper. (Crown)

Hard Crochet. Dittrick MarL 1978. $12.95 cloth. (Hawthorne)

Knit and Crochet Your 0,wn Designs. Parkinson. Francesca. 1979. .

$14.95 cloth. (Arco)

The Needlecraft Manual. Lop% Ave. $7.95 paper. (Sterling)

One PleceInits That Fit. Hubert. Mergaret. 1979. $15.95 cloth. (Van
Nostrand Reinhold)

Pineapple Crochet Designs. Weiss, Rita. 1980. $1.75 paper. (Dover)

Treasure of Knitting Patterns. Walker. Barbara. 1968. $10.00 cloth.
(Scibner's)

Weekend Knitting Projects. Hubert. Margaret and Cusick Dorothy
Dean. 1979. $14.95 cloth. (Van Nostrand Reinhold)

Needlepoint

Carolyn Ambuter's Complete Book of Needlepoint. Ambuter. Carolyn.
1972. $8.95 paper. (Harper and Row)

Bargello. Williams, Elsa S. 1974. 98.95 cloth: $5.95 paper. (Van
Nostrand Reinhold)

Fast and Easy Needlepoint. Hodgson. Mary Ann and Paine, Josephine
Ruth. $5.95 paper. (Doubleday)

Handbook of Needlepoint Stitches. Waltzer, Mary. 1971. $4.95 paper.
(Van Nostrand Reinhold)

. .

Left-Handed Needlepoint. Hurlburt, Regina. 1972. $4.95 paper. (Van
Nostrand Reinhold)

Needlepoint. Rev. ed. Hanley. Hope. 1975. $17.95 cloth. (Scribner's)

The Needlepoint Book; Christqnsen, Jo IppOlito. 1976. $16.95 cloth;
$8.95 paper. (PrenticsMall)

Needlepoint for Everyone. Pkken. Mary Brooks and White, Doris.
1970. $13.95 cloth: (Horner ind Row)

Needlepoint Made Rosy. Pinkest, Mary.Brooka and White, Doris. 1955.
91.95 paper. (Hiiier and Row)

NeedlePoint Simplified Christ ien, Jo lppolito.'.$4.95 cloth. (Sterling)

Needlepoint: The Third Dimension. Christensen, Jo Ippolito. 1979.
$18.95 cloth; $8.95 paper. (Prentice-Hall)

A New Look al Needlepoint. Rome. Carol. 1972. $8.95 paper. (Crown)

Star of David Needlepoint Book. Borssuck. B. 1978. $10.95 paper. (Ar-
co)

Teach Yourself Needlepoint. Christensen. Jo Ippolito. 1978. $18.95
cloth: $9.95 paper. (Prentice-Hall)

Tribal Designs for Needlepoint. Rogers. Gay Ann. $5.95 paper. (Double-
day)

Favorite Pets in Charted Designs. Johansson. Barbara. 1980. $1.75
Mir- (Dwel)

Printing and Silk Screening

The Art of Print Making. Rhein. Erich. 1978. $13.95 cloth. (Van
Nostrand Reinhold)

Block Printing on Textiles. Erickson. 1979. $19.95 paper. (Watson-
Guptill)

Collagraph Printmaking. Stoltenberg. Donald. 1975. $11.95 cloth.
(Davis)

The Complete New Techniques in Printmaking. Ross. John and
Romano. Clare. 1974. $7.95 paper. (Macmillan)

The Complete Printmaker. Ross. John and Romano. Clare. 1972. $25.00
cloth. (Macmillan)

Design and Print Your Own Poster. Biegeleisen. 1975. $13.95 cloth.
(Watson-Guptill)

Printmaking. Peterdi.' Gabor. 1980. $24.95 cloth. (Macmillan)

Screen Printing. Biegeleisen. 1971. $15.95 cloth. (Watson-Guptill)

Silk Screen as a Fine Art. Chieffo. 1979. $8.95 paper. (Van Nostrand
Reinhold)

Silkscreening. Termini. Maria. 1978. $14.95 cloth; $8.95 paper.
(Prentice-Hall)

Quilting and Applique

Art of Cutwork & Applique. 1978. $19.50 cloth. (C. Branford)

Applique and Reverse Applique. Christensen. Jo Ippolito. $4.95 cloth.
(Sterling)

Big Book of Applique. Avery. Virginia. 1978. $17.50 cloth. (Scribner's)

aassk American Patchwork Quilt Patterns. Malone. Maggie. $6.95
paper. (Sterling)

Crib Quilts. Woodard. Thomas K. and Greenstein. Blanche. 1981.
$22.55 cloth; $12.95 paper. (Dutton)

Early American Patchwork Patterns. Grafton, Carol Belanger. 2980.
$3.00 paper. (Dover)

Illustrated Guide to Traditional American Quilt Patterns, MU Susan
Winter. 1980. $9.95 cloth: $6.95 paper. (Arco)

Innovative Machine Quilting. Risinger, Hettie. $12.95 cloth. (Sterling)



Old Patchwork Quilts. Finley, Ruth. 1979.118.95 paper. (C. Branford)

Once Upon a Quilt. Mahler, Celine. 1973. $11.96 cloth; $6.95 paper.
(Van Nostrand Reinhold)

Patchwork. 1979. $9.95 paper (C. Branford)

Patchwork for Beginners. Green. 1972. $19.95 cloth. (Watson-Gupta!)

Patterns for Patchwork Quilts & Cushions. Ives, Suzy, 1977. $5.95
paper. (C. Branford)

The Quilter's Co/oring Book. Echols, Margit. 1979. $7.95 paper.
(Harper and Row)

A Quilter's Companion. Hinson, Dolores. 1979. $7.95 paper. (Arco)

Quilting Manual. Hinson, Dolores A. 1980. $3.00 paper. (Dover)

Quilting, Patchwork. Applique and Tropunto. Newman, Thelma. 1974.
$7.95 paper. (Crown)

Quilts and Coverlets. Laury. jean Ray. 1970. $5.95 cloth. (Van
Nostrand Reinhold)

The 7-Day Quilt. Rogan, Josephine. 1979. $17.95 cloth. (Van Nostrand
Reinhold)

Rugmaking

Flat-Woven Rugs of the World. Justin. Valerie. 1980. $35.00 cloth. (Van
Nostrand Reinhold)

The Hook Book. Beatty, Alice and Sargent. Mary. 1977. $12.95 cloth.
(Stackpole)

The Rug Book. Quirke, Lillian Mary. 1980. $17.95 cloth; $8.95 paper.
(Prentice-Hall)

Rug Making. Allard, Mary. $11.25 cloth. (Chilton)

Sculpture

Contemporary Art With Wood. Meilach, Dona Z. 1988. $8.95 paper.
(Crown)

Ceramic Sculpture. Kenny, John B. $13.25 cloth; $7.95 paper. (Chilton)

Lost Wax Bronze Casting. Jackson, Harry. 1979. $18.95 cloth. (Van
Nostrand Reinhold)

Masters of Wood Sculpture. Roukes. 1980. $18.50 cloth. (Watson-
Guptill)

Plastics as Sculpture. Newman, Thelma R. $11.95 cloth. (Chilton)

Sculpture in Plastics. Roukes. 1978. $22.50 cloth. (Warson-Guptill)

Super Sculpture. Chichura. Diane B. and Stevens, Thelma K. 1974.
$12.95 cloth. (Van Nostrand Reinhold) .

Wire Sculpture. Brommer, Gerald. 1988. $9.75 cloth. (Davis)

Sewing and Clothing

Basic Patteinmaking-An Individual Approach. Littman, Connie.11977.
$6.80 paper. (Delmar)

,

Cloth Hats, Bags 'N Baggage. Fraser, Dorothy. $8.95 paper. (Chilton)

Curtain Maker's Handbook. Morehead, P.A. 1979. $7.95 paper. (Dut-
ton)

Dictionary of Sewing Terminology. Carbonne, Linda. 1977. $8.95 cloth,
(Arco)

Footwear. Katz, Ruth. 1979. $14.95 cloth: $8.95 paper. (Van Nostrand
Reinhold)

The Hot Book. Goldman, Annette. 1978. $11.95 cloth; $7.95 paper.
(Van Nostrand Reinhold)

The Home Decorating Sewing Book. Musheno, Elizabeth, ). 1978. $7.95,
paper. (Macmillan)

How to Design Your Own Clothes and Make Your Own Patterns. Bin.
Claudia. $12.00 cloth. (Doubleday)

How to Make Men's Clothes. Rinehard, Jane and Shewbart, B. J. $10.00-
cloth. (Doubleday)

How to Make Pants and leans That Really Fit. Corrigan, Barbara.
$6.95 cloth. (Doubleday)

How to Make Your Own Wedding Gown. Ein, Claudia. $8.95 paper.
(Doubleday)

Pattern Making Design-Skirts & Pants. Littman, Connie. 1977. $4.40
Palm (Dalmall

Pattern Making Design-Sleeved & Tailored Garments. Littman, Con-
nie. 1977. $4.40 paper. (Debnar)

Sew for Snow. Schulz, Renee C. 1980. $8,95 paper. (Stackpole)

Sewing Hints for Men. Abrams, Jay A. and Albert, Sondra R. 1980.
$9.95 cloth. (Van Nostrand Reinhold)

The Sewing Machine Craft Book. Hall, Carolyn. 1980. $16.95 cloth.
(Van Nostrand Reinhold)

Sewing Machine Embroidery and Stitchery. Newman, Thelma, Lee and ,

Jay. 1980. $9.95 paper. (Crown)

Sewing Short Cuts from A to Z. Musheno, Elizabeth J. 1978. $13.95
cloth. (Van Nostrand Reinhold)

Weaying

The Art of Weaving. Regensteiner, Else. 197 . $15.95 cloth; $8.95
paper. (Van Nostrand Reinhold)

Backstrop Weaving. Taber and Anderson. 1975. $13.95 cloth. (Watson-
Guptill)

Caring for Textiles. Beecroft. 1978. $12.95 cloth. (Watson-Guptill)

Elements of Weaving. Thorpe, Azalea Stuart and Larsen, jack Lenor.
$10.95 cloth. (Doubleday)

Finishing Touches for the Handweaver. West, Virginia. 1979. $8.95
paper. (C. Branford)

Frame Loom Weaving. Redman, Jane. 1976. $14.60 cloth. (Van
Nostrand Reinhold)

Key to Weaving. Black, Mary. 1980. $19.95 cloth. (Macmillan)

Manual of Swedish Handweaving. Cyrus-Zetterstroem, Ulla. 1977.
$15.75 cloth. (C. Branford)

Pmfessional Handweaving on the Fly-Shuttle Loom. Brostoff, Laya.
1976. $17.50 cloth. (Van Noetrand Reinhold)
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Technique of Woven Tapestry. Beut lich. 1967. 914.95 cloth. (Watson-
Guptill)

The Weaver's Book. Tidball, Harriet. 1976. $3.95 paper. (Macmillan)

Weaving: Design & Expression. Helfer, Nancy. 1275. $13.95 cloth.
(Davis)

Weaving Off Loom. Mei loch, Dona Z. 1978. $15.95 paper. (Contem-
PorarY)

Weaving Without a Loqm. Rainey, Sarno. 1988, $11.95 cloth. (Davis)

Woodworking and Woodcarving

Building Colonial Furnishings, Miniatures and Folk Art. Daniele,
Joseph. $15.95 cloth. (Stackpole)

Building Your First Wooden Boat. Barnes. George W. 1979. $9.95 cloth.
(Van Nostrand Reinhold)

Building the Timber Frame House. Benson. Tedd. 1980. $17.95 cloth.
(Scribner's)

Cabinet Making for Beginners. Hayward, Charles H. $5.95 cloth. (Sled-
ing)

Carving Faces and Figures in Wood. Tangerman, E.J. $5.95 paper.
(Sterling)

Carving Wooden Animals. Tangerman, E.). $5.95 paper. (Sterling)

Classic Guitar Construction. Sloane, Irving. 1988. $10.95 cloth. (Dutton)

The Fine Art of Cabinetmaking. Krenov, James. 1977. $18.95 cloth.
(Van Nostrand Reinhold)

500 Do-it-Yourself Wood Moulding Projects. 1980. $7,95 cloth; $4.95
paper. (Arco)

Guide to Carpentry. Editors of McGraw-Hill. 1980. $3.95 paper.
(McGraw-H ill)

How to Carve Folk Figures and a Cigar-Store Indian. Enlow, Harold L.
1979. $2.00 paper. (Dover)

Making Musical instruments. Sloane. Irving. 1978. $17.95 cloth. (Dut-
ton)

Modern Woodworking. Wagner, Willis. 1978. $13.28 cloth. (Coodheart)

Old Houses: A Rebuilder's Manual. Nash, George. 1980. $19.95 cloth;
$12.95 paper. (Prentice-Hall)

Pyrography. Have*, Bernard and Varlet, jean-Claude. 1978. $9.95
cloth. (Van Nostrand Reinhold)

Steelstring Guitar Construction. Sloane, Irving. 1975. $11.95 cloth. (Dut-
ton)

Step-By-Step Guide to Woodworking. DeCristoforo. 1977. 98.95 paper.
(Prentice-Hall)

Woodcarving. Sack. 1973. $4.50 paper. (Van Nostrand Reinhold)

Woodcraft: Basic Concepts and Skills. Newman, Thelma R. $8.95
paper. (Chilton)

Wood Turning. Hogbin, Stephen. 1980. $14.95 cloth. (Van Nostrand
Reinhold)

Periodicals

American Croft. Bimonthly. American Craft Council, P. O. Box 581,
Martinsville, NJ 08836.

Ceramics Monthly. Monthly. P. 0. Box 12448, Columbus, OH 43212.

The Crofts Report. Monthly. 700 Orange Street, Wilmington, DE
19801.

Fiberarts. Bimonthly. 50 College Street, Asheville, NC 28801.

Fineworking Magazine. Bimonthly. 52 Churchill Rd., Box 355,
Newtown, CT 08470

Gloss Workshop. Quarterly. Stained Glass Club, P. 0. Box 244, Nor-
wood, Nj 07848,

Goodfellow Review Of Crofts. P. O. Box 4520. Berkeley, CA 94704

Handwoven. Semi-annually. Interweave Press, 308 N. Washington,
Loveland, CO 80537.

Interweave. Quarterly. 308 N. Washington. Loveland, CO 80537.

Nutshell News. Monthly. Clifton House, Clifton, VA 22024.

Quality Crofts Market. 10 times yearly. 15 West 44th Street, New York
NY 10038.

gullies Newsletter. Monthly. Leman Publications, Inc., Box 394,
Wheatridge, CO 80033.

The Rug Hooker News & Views. Bimonthly. Kennebunkport, Mc'
04046.

Shuttle, Spindle & Dyepot. Quarterly. Handweaver's Guild of At.gerica,
65 LaSalle Rd., P. 0. Box 7-374, West Hartford, CT 08107.

Spinbif. Annually. Interweave Press, 308 N. Washington, Loveland,
CO 80537.

Publishers
Arco Publishing, inc., 219 Park Avenue South, New York. N 0003.
Free catalog of books.

Bank of America. Dept. 1/3120, P. 0. Box 37000, San Francisco, CA
94137. Free catalog of marketing publications that are part of their
Small Business Reporter settee.

R. Ilt. Bowher Publishing Co., 1180 Avenue of the Americas, New
York, NY 10036.

Charles T. Branford Co,, 19 Calvin Road, Box 16, Watertown, MA
02172. Catalog, 25 cants.

Chilton 'Book Company, Chilton Way, Radnor, PA 19089. Free catalog
of craft and hobby books.

contemporary ilooks, Inc., 160 N. Michigan Avenue. Chicago, IL
80601. Free catalog.

Barrington Press, Inc., Book Division, 200 E. James Street, Barr-
ington, IL 60010. Free brochures and catalog of craftineedlework
books.

Crown Publishers, Inc., One Park Avenue, New York, NY 10016.



Davis Publications, Inc.. 50 Portland St., Worchester, MA 01808.
Free catalog.

Delmar Publishers, lac., Mountainview Avenue. 50 Wolf Road.
Albany. NY 12205. Free catalog of vocational, technical and industriel
education books.

Doubleday Company, Inc.. 245 Park Avenue, New York, NY10017.

Dover Publications, Inc.. 180 Varick Street. New York, NY 10014.
Free hobbies and crafts catalog 0500444: free catalog of needlecraft
books 0501174.

K. P. Dutton. Division of Elsevier-Dutton. a Park Avenue. New York.
NY 10018.

Goodhurl-Willcox Company. 123 West Taft Drive. South Holland. IL
80473. Free catalog of useful books.

Harcourt, Brace, JovanovItch, Inc.. 757 Third Avenue. New York.
NY 10017.

Harper and Row Publishers, Inc.. 10 E. 33rd Street. New York, HY
10022. Free book catalog.

Mc Oraw-Hill Book Company. 1221 Avenue of the Americas, New
York NY 10020,

Macmillan, Inc.. 885 Third Avenue. New York, NY 10022.

Owl Publications. P. 0. Box 141. Fern Park FL 32730.

Prentiorliall, Englewood Cliffs, NJ 07832. Free catalog.

Charles Scribuer's Bons, 597 Fifth Avenue. New York, NY 10017.
Free catalog.

Stackpole Books. Cameron and Keller Streets. Harrisburg, PA 17105.

Sterling Publialdas Co., Inc.. 2 Park Avenue, New York, NY 10015.
Free catalogs and brochures, many in specialty areu of interest.

Transatlantic Arts, Inc.. North Village Green. Levittown. L. I., NY
11758. Free catalog.

Van Nostrand Reinhold Co., 135 W. 50 Street, New York, NY 10020.
Free catalog.

Watson-Copan Publications, Division of Bilboard Publications, Inc.,
1515 Broadway, New York, NY 10038. Free catalog.

Writer's Digest, 9933 Alliance Road, Cincinnati, OH 45242. Free
catalog.
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Goal 3.0 To understand the difference between
different business structures

Competencies:

3.1 Determine the structure which best fits the need of
the individual:

Sole Proprietorship
Partnerships
Limited Partnership
Cbrporation

3.2 Edfferentiate among various types of franchises
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Selecting the Legal Structure for Your Firm
U.S. Small Business Administration
Number 6 004Summary

There are many reasons today for owner-managers of
small bUsinesses to look at the legal structure of their
firms. The 'changing tax laws and fluctuating
availability.of capital are just two situations whiCh re-
quire alert Managers to review what legal structures
best meets their needs:

Each form of business organisation has its advantages
and disadvantages. This Aid seeks to briefly identify
them for the owner-manager who wants to know
"what questions to ask" when seeking the proper pro-
fessional advice.

If you were to make an analogy between starting a
business and playing a card game, you might say, "The
game is just for fun, but business is business." Well, you
would be right. But let's consider some important .

similarities.

The game requires skill, strategy, planning, and, most
important, a thorough knowledge of the rules. Going in-
to business requires skill (the knoWledge:cif your craft or
trade), and it alsn requires strategi and planning: Most
important, to be sucessful'in busineliti,:yon must under-
stand the rules (Or the laws) by which yon must conduct
your business. All planning and stratee must conlider
the multitude of local,' state; and federal laws and
business practices that govern the operation of the
business.

Before you enter the complex arena of business and the
myraid of laws which influence your freedomof choice
and mobility Of action, yOu Must first choose the legal
structure for your business'that Will best snit your needs
and the needs of your partiOulif hilliness. In order to
intelligently select the legal structure for Our business,
you must ask yourself, "Whafare my alternatives?" So,
let's now look at the nature 'of varions legal business
structures.

There are three principal kinds of business struchires:
the proprietorship, the partnership, and the corporation.
Each has certain general advantages and disadvantages,
but they must all be weighted to reflect your specific cir-
cumstances, goals, and needs. The sole proprietorship is
the first firm we'll consider.

The Sole Proprietorship

The sole proprietorshiP is UluallY4efined as a business
which is owneiliand.operated by one person. To
establish a sole'PioprietOrshii, Youineed only obtain
whatever.licenses you .neixt. *and begin operatiOni.

Hence, it is the most widespread form of small business
organization.

Advantages of the Sole Proprietorship

Ease of formation. There is less formality and fewer
legal restrictions associated with establishing a sole pro-
prietorship. It needs little or no governmental approval
and is usually lest; expensive than a partnership or cor-
poration.

Sole ownership of profits. The proprietor is not
quired to share profits with anyone.

Control and decision making vested in one ownei.
There are no co-owners or partners to consult. (Except
possibly your spouse.)

Flexibility. Management is able to respond quickly to
business.needs in the form of day to day management

'decisions as governed by various laws and good sense.

Relative freedom from government control and special ,
taxation.

Disadvantages of the Sole Proprietor

Unlimited liability. The individual proprietor is respon-
sible for the full amount of business debts which may
exceed the proprietor's total investment. This liability
extends to all the proprietor's assets, such as house and
car. Additional problems of liability, such as physical ;

loss or personal injury, may be lessened by obtaining
proper insurance coverage.

Unstable business life. The enterprise may be crippled
or terminated upon illness or death of the owner.

Less available capital, ordinarily, than in other types
of business organisations.

Relative difficulty in obtaining long-term financing.

Relatively limited viewpoint and experience. This is
more often the case with one owner than with seveial.

NOTE: A small business owner might very well select
the sole proprietorship to begin with. Later, if the owner
succeeds and feels the need, he or she can form a part-
nership or corporation.



The Partnership

The.Uniform Partnership Act, adopted by many states,
defines a partnership as "an association of two or more
persons to carry on as co-oWners of a business for pro-
fit." Though not specifically required by the Act, writ-
ten Articles of Partnership are customarily executed.
These articles outline the contribution by the partners
into the business (whether financiaL material or
managerial) and generally delineate the yoles of the part-
ners in the business relationship. The following are ex-
ample articles typically contained in a partnership
agreement:

Name, Purpose, Domicile

Duration of Agreement

Character of Partners (general or limited, active or
silent)

Contributions by Partners (at inception, at later date)

Business Expenses (how handled)

Authority (individual partner authority in conduct of
business)

Separate Debts

Books, Records, and Method of Accounting

Division of Profits and Losses

Draws or Salaries

Rights of Continuing Partner

Death of a Partner (dissolution and winding up)

Employee Management

Release of Debts

Sale of Partnership Interest

Arbitration

Additions. Alterations, or Modifications of Partnership
Agreement

Settlements of Disputes

Required and Piohibited Acts

Absence and Disability
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Some of the characteristics that distinguish a partner-
ship from other forms of business organization are the
limited life of a partnership, unlimited liability of at
least one partner, co-ownership of the assets, mutual
agency, share of management, and share in partnership
profits.

Kinds of Partners

Ostensible Partner. Active and known as a partner.

Active Partner. May or may not be ostensible as well.

Secret Partner. Active but not known or held out as a
partner.

Dormant Partner. Inactive and not known or held out as
a partner.

Silent Partner. Inactive (but may be known to be a part-
ner).

Nominal Partner (Partner by Estoppel). Not a true
partner in any sense, not being a party to the partner-
ship agreement. However, a nominal partner holds him
or herself out as a partner, or permits others to make
such representation by the use of his/her name or other-
wise. Therefore, a nominal partner is liable as if he or
she were a partner to third persons who have given
credit to the actual or supposed truth of such represen-
tation.

Subpartner. One who, not being a member of the part-
nership, contracts with one of the partners in reference
to participation in the interest of such partner In the
firm's business and profits.

Limited or Special Partner. Assuming compliance with
the statutory formalities, the limited partner risks only
his or her agreed investment in the business. As long as
he or she does not participate in the management and
control of the enterprise or in the conduct of its
business, the limited partner is generally not subject to
the same liabilities as a general partner.

Advantages of the Partnership

Ease of formation. Legal informalities and expenses are
few compared with the requirements for creation of a
corporation.

Direct rewards. Partners are motivated to apply their
best abilities by direct sharing of the profits.



Growth and performance facilitated. In a partnership,
it is often possible to obtain more capital and a better
range of skills than in a sole proprietorship.

Flexibility. A partnership may be relatively more flex-
.. able in the decision making process than in a corpora-

tion. But, it may be less so than in a sole proprietorship.

Relative freedom from government control and special
taxation.

Disadvantages of a Partnership

Unlimited liability of at least one partner. Insurance
considerations such as those mentioned in the pro-
prietorship section apply here also.

Unstable life. Elimination of any partner constitutes
automatic dissolution of partnership. However, opera-
tion of the business can continue based on the right of

, survivorship and possible creation of a neW partnership.
Partnership insurance might be conSidered.

Relative difficultyln obtaining, large.sumi of capital.
This is particularly true of long term financing.when
compared to a corporetion: However, by using in-
dividual partners' assets, opportunities are probably
greater than in a proprietorship.

Firm bound by the acts of Just one partner as agent.

Difficulty of disposing of partnership interest. The
buying out of a partner may be difficult unless
specifically arranged for in the written agreement.

The Corporation

The corporation is by far the most complex of the three
business structures. For the purpose of this Aid, we shall
discuss only the general charaCteristics of the corpora-
tion. not its intricacies.

As defined by Chief Justice Marshall's famous decision
in 1819, a corporation "is an artificial.being,
intangible, and existing only in contemplation of the
law." In other words, a corporation is a'distinct legal
entity, distinct from the individuals who own it

Formation of the Corporation

. ,

A corporation usually is forined by the authority of a Extensive government regulations and required local,
.

state government Corporations which do business in- state, and federal reports.
,
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'more than one state must comply with the Federal laws
regarding interstate commerce and with the state laws,
which may vary considerably.

The procedure ordinarily required to form a corporation
is that, first, subscriptions for capital stock must be
taken and a tentative organization created. Then.
approval must be obtained from the Secretary of State in
the state in which the corporation is to be formed. This
approval is in the form of a charter for the corporation.
stating the powers and limitations of the particular
enterprise.

Advantages of the Corporation

Limitations of the stockholder's liability to a fixed
amount of investment. However, do not confuse cor-
porate liability with appropriate liability insurance con-
siderations.

Ownership is readily transferable.

Separate legal existence.

Stability and relative permanence of existence. For ex-
ample, in the case of illness, death, or other cause for
loss of a principal'(officer or owner), the corporation
continues to exist and do business.

Relative ease of securing capital in large amounts and
from many investors. Capital may be acquired through
the issuance of various stocks and long term bonds.
There'is relative ease in securing long term financing
from lending institutions by taking advantage of cor-
porate assets and often personal assets of stockholders
and principals of guarantors. (Personal guarantees are
very often required by lenders.)

Delegated authority. Centralized control is secured
when owners delegate authority to hired managers,
although they are often one and the same.

The ability of the corporation to draw on the expertise
and skills of more than one individual.

Disadvantages of the Corporation

Activities limited by the charter and by various laws.
However, some states do allow very broad charters.

Manipulation. Minority stockholders are sometimes ex-
ploited.



Less incentive if manager does not share in profits.

Expense of forming a corporation.

Double tax - income tax on corporate net income (pro-
fit) and on individual salary and dividends.*

°You should be aware. also. of therssibility of selecting subchapter
S status (IRC 1371-1379). The purpose of subChapter S is to permit a
"small business corporation" to have its.income taxed to the
shareholders as if the corporation were4 Pirtnniship. One objective is
to overcome the double taxiaathre of caur system of taxing corporate
income and stockholder dividends. Another 'purpose is to permit the
Shareholders to have the benefit of offsetting business Imes incurred
by the corporation against the Income 'of the sharehelders.

Among the conditions for the.making and maintenance of subchapter
S election are that the corporation have ten or fewer shareholders. all
of whom are individuals* estates..that there be no nonresident alien
shareholders, that there be only one class of outstanding stock, that all
shareholders consent to. the election. and that a specific portion of the
corporation's receintsbe derived:from active business rather than
enumerated passive investments. No limit is placedon the sixe of the
corporation's income and assets. .

In summary, review the following eight questions:

1. What is the size of the risk? That is, what is the
amount of the investors' liability for debts and taxes?

2. What would the continuity (life) of the firm be if
something happened to the principal or principals?

3. What legal structure would insure the grim' at at'
tability of administration for the firm?

4. What are the influence of applicable laws?

5. What are the posaibilities of attracting additional
capital?

6. What are the needs for and possibilities of attracting
additional expertise?

7. What are the costs and procedures in starting?

8. What is the ultiMate goal and purpose of the enter-
prise, and which legal structure can best serve its
purposes?

The small businessowner is required to wear many hats.
but none can be expected to be a lawyer, certified
public accountant, marketing specialist, production
engineer, environmental specialist, etc. Therefore, you
should get the facts before making decisions. When
necessary and if possible, you should also get profes-
sional counsel to help you avoid misunderstanding
technical or legal issues and avoid making bad decisions
and false starts that require backtracking and added ex-
pense. This is especially true when you are deciding
what legal form to adopt. ThiiAid has presented an
introduction to the options and guidelines for selecting
the best legal structure for your business.
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Franchising

A "franchise" is a business arrangenent between a company and an
individual, usually with same shared financial and contractual obligations
for the mutual benefit of both parties.

There are three basic kinds of franchises:

Individually-owned and operated
Cbmpany-owned and manager operated
Edstributorship or dealership

7he individually-owned and *rated franchise is the most common. An
initial franchiselee covers the equipment, opening inventory, some
advertis0g, traialotand lactation of the franchise. Smne franchisors
requirecontinuing fee based on a percentage of the gross profits. The
owner operates the business like any other business except where
contractual provisions (with the franchising organization) dictate certain
accounting oupurchasing controls.

The company-owned:and,minager, operated franchise alloys the franchisor more
control over thebuiiness. Ihe franchisee'usually pays an initial fee in
return for a percentage. of the profits of the particular business.

In a distributorship or dealership, a business Agrees to sell a certain
product or service of i:frahchisor. The franchisor allows a company to
handle a certain,number of the:franchisor's products without a direct
investment. Theseragreenentansually require the business to use the
franchisor name,* Beira qUipti of the' products. Aear dealership is an
examPle of Vlie'tipe Of ITPaehiee.

DD you really Want to go.into business for yourself?

The financial consideration inmost franchises is pat mnall.

Cbnsider the percentage of,failures.

Ib you have what it takes to be a successful business person?

.Ciet Information, on:

Investment.Ricuired

Location andlease Assiitance

Training.

Cbmpany image, Brand Nmne, and Reputation

Mhrketing and Promotion Help

Ctepany Advice, Area SUpervision and QMality Cbntrol

Territory Protection

LowRisk

High Survival

Pinancing
41
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Resource Publications on Franchising

ma by
amid lot Cboper Street, Babylon, Nog York 11702

Prettied ,a10 used picas te ths establigissent ad operation of a
profitable freohised Mason with limited irwestant sad minims risk.

Wares, Oen hblighers, 4111 Park Ave. I., Neu
lbe

A olds fee pstatial frombises. Baps businessperson evaluate
taints, rearm sad pals in rift fronshising eoiee.
fyfigipgjgg, Mather Snider ad Cb., 135 11. 45 Street, Nu York, Be York

So voles set el bees. Chide to freshising shish ineludes oontracts,
trainees, tenths eel wiliest proclaims.

by Mimi lbw Chute, Pilot Books, 103
Asper Met, les, Opal* 701

as selysis stirs* is frosahislag end a projection of opportunities for
tho preSentiVe Mashisse. even types of franchising, franchise
oyster OS 'Mat les alintigg freeing.

by link 0. lads, Pilot Books, 103 Cboper
Street, Saligles, lb* laws

Ilse the wisdoms to Mew to _freebie a business.
1 * '

163 (hope Street, Myles, les 11702

Provides pegs interested fa tresehising the right questions to uk and
shows eat the right asonws weld be.

allguaNjwiumillyjaftlygggigaajbelign by Mae 6.111 and Robert B.
Pilot looks, 1115 Chew Street, 11011a, WIN York 11703

Writes feo mun lie wet to p into their am business.

J Pilot Books,

11,121"111111=41111111111-allilialthilia°7011

Lists !mein opportunities with anise descriptions
innsiset. ingludes a fresh's. svalustion checklist.

Pilot Books,
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Goal 4.0 To understand the regulations governing
home-based businesses

Competencies:

4.1 Wain neomiiary :tate, looal and federal license
applications

4.2 Cbmplete applicatiC6 for state andl-if necessary,
looal business licenses...

4.3 Cbmplete ipplication(s) fot 'pedal federal licenses
relating to prodUct or businfts as appropriate

4.4 Obtain information on zoning and 'complete permit if
required

4.5 Cbmplete the form to secure a social security number



Obtain License Applications

Mkny businesses are subject to government regulation by licensing. A
license is formal permission given by government authorities to carry on a
business. Mere is usually a fee for purchasing a license. Be sure to
consult local, borough end state regulations to see if you need licenses.

Smne special licenses are required in the State of Alaska. A list of those
businesses requiring special licenses is available fram the Department of
Revenue.

Sales Taxes

Same boroughs in Alaska have a sales tax. Local borough sales taxes are
only,paid once: at the retail level where products are sold directly to
the amitamer. Thibusiness then passes these taxes on to the borough
(generally on'a quarterly basis) on forms provided by the borough. A sales
tax number is issued to businesses purchasing materials for resale.



Return with $25.00 license fee to:

Department of Revenue
Pouch SA
Juneau, Alaska 99811-0400

RENEWAL DUE DATE January 31.

State of Alaska

BUSINESS LICENSE APPLICATION
AS 43.70.020

DATE SI: :v1P OFFICE USE ONLY

Check the appropriate box:

7 Renewal Last Year's Business License No*

C New Business Date started*

". New Owner, Date of Purchase*

A Business License is not transferable or assignable. The Department of
Revenue must be notified within ten (10) days when a change In business
ownership takes lilacs.

.0

iF PREpRINTED, MAKE ANY NECESSARY CORRECTIONS

The license will be issued In the naine oflhe person or corponitiOn shown
in section 5 below. If. blank, onter naMe(s) of individuate with a financial
Interest In the business.'.Enter complete business name and mailing address.

1. Businees License No.
(Assigned by Revenue)

2. Calendar War 3. S.I.C. Code (See list)

A. Federal Employer I.D. No. or Social Security Na(Se. other side tor explanation)

5. Owner(s) Name(s)

Business Name

Mailing Address

City, State, Zip Code

9, Physical Location of Business

NarE: if you wish to register your business name, contact the,
Alaska Department of Commerce and Economic Development,
Corporations Section, Pouch D, Juneau, Alaska 99811.

10. Business Is: (check one)

C Alaska Resident C Nonresident (see note below)

NaTE: Special rules apply to nonresident businesses. Please see.
the other side for details.

11. State of Origin:

12. Corporation Registration Number:

13. Professional Board License Number:
(See instructions for list of professional boardsitradesC,
commissions)

NOTE: The business license WILL NOT be issued if the )
appropriate board license is not attached. Failure to do so
may result In the delay of issuance of up to eight lili weeks:fr.

6. DO you now have employees, or expect to hire employees during
the license year?

YES NO C

7. Business is: (check one)

C Individual C Partnership 2. Corporation

14. I declare under penalty of perjury that this applicationr'
- .is true and complete. -t

X
Signature Date

8. Please list the major business services, activities and/or products
you provide in general order of importance.

Products and/or Services/Activities

a.

b.

c,

d.

e.

f.

o.

h.

Daytime Phone No.
of Owner or Contact*

Telex*

4.

INL-ZAIN Card ll:

Expiration Date:

Amount:

Signature

OFFICE USE ONLY



INSTRUCTIONS

FEE. The fee for each Business License is $25.00 and must
be paid with this application. New businesses and new
owners must also pay the full $25.00 fee. License fees will
be refunded only if the licensee is prevented from using the
license by court order, administrative decision, or other
cause clearly beyond the licensee's control.

Line 3. S.I.C. Code. From the Standard Industrial Classifica-
tion Code list accompanying this form, select the number
that is most descriptive of your business.

Line 4. Social Security Number. You are not required to
provide your Social Security Number. However, the Depart-
ment of Revenue Would use this number for identification
purposes, so providing it may speed the processing of your
application. Social Security numbers will be Used for other
departmental purp'oses as well, and may lie given to the IRS.

Line 5.1f your RENEWAL APPLICATION has been preprinted,
please check the information for accuracy. Make corrections
as necessary.

-

Line 10, Nonresident Businesses must file an afklavit with
the Alaska Department of Revenue and comply with one of
the tax liability security requirements of 15 AAC 10.020 on
or before June 2 of each year. For further information
contact the Licensing and Security Section, public Services
Division, Department of Revenue, 1111 W. 8th Street, Room
108, Juneau, Alaska 99801. Phone (907) 485-2329.

Line 11. PrOvide the state or origin,of your business, i.e.:

individuals', state of residence
Partnerships (individuals) state of residence
Partnerships (Corporations & companies). state of domicile

of the corporation or company.
Corporations - state of domicile.

Line 12. Corporation Registration Number. A corporation
registration number is issued to all corporations registered
with the Alaska Department of Commerce and Economic
Development. For more information, contact the Department
of Commekce and 'Economic Development, Corporations
Section, Pouch D, Juneau, Alaska 99811. Phone (907)
465-2530 or 2531.

Line 13. If you are a CONTRACTOR or are LICENSED BY A
PROFESSIONAL BOARD, TRADE ASSOCIATON, OR COM-
MISSION, you must attach a copy of your" license. CON-
TRACrORS WHO,ARE EXEMPT from this licensing require-
rneht must attach': a, statement explaining their exempt
status. If you are a FISH' BUYER, you must attach a copy
of your bonding certification isstied by the Alaska Depart
ment of Labor. If you 'are a MOTOR VEHICLE DEALER, you
must attach a copy .of your registration issued by the Alaska
Department .of Public Safety. IMPORTANT! This license,
certification "or registration must be valid for the same year
as the BusinesS License for which you are now applying.
Your Business License cannot be issued without this
required information.

PROFESSIONAL BOARDSITRADESICOMMISSIONS

Unless otherwise noted, the following are administered by
the Alaska Department of Commerce and Economic
Development.

1. Alaska Bar Association'
2. Athletic Commission
3. Architects, Engineers & Land

Surveyors
4. Barbers & Hairdressers
5. Chiropractic Examiners
6. Concert Promoters
7. Contractors, General or Specialty
8. Credit Repotting and Collection
9. Dental Examiners

10. Electrical Administrators
11. Geologists
12. Guide Licensing and Control
13. Marine Pilots

'Alaska Bar Association
P. 0. Box 100279
Anchorage, Alaska 99510-0279
Phone (907) 272-7489

(For Fish Buyer Certification)
Department of Labor
Wage & Hour Division
P. 0. Box 630
Juneau, Alaska 998024630
Phone (907) 485-4839

14. Medical
15, Morticians
16. Nursing
17. Nursing Home Administrators
18. Opticians, Dispensing
19. Optometry Examiners
20. Pharmacy
21. Physical Therapy
22. Psychologist & Psychological

Associate Examiners
23. Public Acountancy
24. Real Estate Commissions
25. Veterinary Examiners

Meal Estate Commission
3801 C St., Suite 722
Anchorage, Alaska 99503
Phone (907) 563-2169

(For MN Dealer Registration)
Department of Public Safety

0. Box 100900
Anchorage, Alaska 99510-0980
Phone (907) 28945133

Department of Commerce and Economic Development
Division of Occupational Licensing

Pouch D, Juneau, Alaska 99811, Phone (907) 465-2546

Business Directories. Based on the information contained in
this application, the state will produce a series of directories
to publicize and assist Alaskan businesses. Each directory
will be organized by location and industry type. A special
Exporters Directory will be produced for those who check Yes
to question 16 on the Business Assistance Survey. Each
directory entry will include the name, address, telephone
number, telex number, and prodult or service description of'
the business.



Standard industrial Classification (S.I.C.) Code List
1. good the VIvIslon" from the Ilst belOw.

DIVISION A AGRICULTURE, FORESTRY & FISHING
DIVISION B MINING
DIVISION C CONSTRUCTION
DIVISION D MANUFACTURING
DIVISION E TRANSPORTATION, COMMUNICATIONS,

ELECTRIC, OAS & SANITARY SVCS.

DIVISION F WHOLESALE TRADE
DIVISION 0 RETAIL TRADE
DIVISION H FINANCE, INSURANCE & REAL ESTATE
DIVISION I SERVICES
DIVISION J PUBLIC ADMINISTRATION
DIVISION K NONCLASSIF1ABLE ESTABLISHMENTS

2. Check the subheadIng as set out under each "division" on the Ilst.
3. Select the title under the subheadIng which best describes your business activity.
4. Write the fourdIglt number that appears In front.of your selection In the space provided on your application.
5. Numbers ending with 99 will Indicate "neo, which means "not elsewhere classified."
8. If the 8.I.0. Code that describes your business Is printed In bold Italics, you must meet additional regulatory requirements. Please se

the Instructions on the Alaska Business License Application.

DIVISION A. AGRICULTURE, FORESTRY, & FISHING'

0100 Agricultural Productiont.orps
0134 Potatoes
0190 Vegetables & Melons
0170 FrUlts & Tree Nuts
0180 Horticultural Specialties
0190 General Farms'

0200 AMoultmal ProductioffLimstock
0211 Meet Cattle
0213 Moge
0214 Sheep 11:Ofiats
0219 General Livestock
0240 Miff F
0250 PoUQsyItOas
0270 ;Annan SpeCIalIties
0271 Fur Animals & Rabbits
0272 tlorms49ther Equines .

0700 AgHoultural 550500S
0110 Ecli EfsliaratiOd Services
0729 -crop SWIM' .
0722 Crop Hartasting
0729 General CroAtvecleces

4807 . Vottillnatt
OAW Mlerlowilhas. fosin Llwaink
0752 ',Animal spatialty Services

. 0780 Landscape& Horticultural Svcs.
0781 Lanthicam Counseling & Planning
0782 Lawn & Wilder Union

MOO Forestry ,
0620 Forest Nurseries
0650 , Forest Services

0900 Fishing, Mating, k TraPPIRO
0910 -Fish Sum,
01111, ColentereleineMeg ,
0912 Finns&
0913 Shellfish
0919 Misc. Marine Products
0920 Fish Notchtries & Preserves
0970 Hunt. Trap, Game ProPsPEEE

DIVISION B. MINING

1000 Metal Mining .
1010 iron Ores
1020 Copper Ores
1030 Lead & Zinc Ores
1040 Gold & Silver Ores
1090 Metal Mining &offices
1099 Metal Ores, nee.

1100 Anthracite Mining

1200 131tuminoupoal a Lignite Mining.-
1300 .011 & Gas Extraction

1310 Crude Petroleum & Natural Gas
1320 Natural Gas Liquids
1380 011 & Gas field Sofficis
138t Drillist80811 Gas Wills
1382 .011 & exploration Services
1389 On & Ges Field Services, nec.

1400 Nonmetallic Mineral& Exespt Fuels
1410 Dimensiontitone
1420 Crushed & Orokm Stone
1440 Sand & Gravel
1450 Clay &Reload Minerals
1470 Chemical & Fertilizer Minerals
1490 Misc. Nonmetallic Minerals
1459..t&mmetallic Minerals, nee.

1.
.-.

onnsiou C. coNtypeCnOe:',...

tea asaarailikaap.Ciamosan
.slleeklooMel SW& Csselnetlai.

leg ANIImell ---1-estlap, ow.
1,111
IMP X=Mknallag. COMMINEEE
1808 IMMetiMatfattOtoskustM", me.

zt

16811 Nwr Ceastreellse
1010 &Skeet Ceeelresesse
WM Heim 0/51554=zyint

IlhWq
IEEE 0.0110a,,

SPerael bans CoritreMers
PlumWed, /NOMA APC'enelkinleg
Pelatleg. Pas Mope& Merano,

& Weelerleg
& POMO/

1740
fr011
11$1
INS On. Maw We" swo.
11111 Seedue S Mimpt NMI Wedt
1/70 Cesiad. Wars
UM Water ISIS
1718 afte. aseloplIn Catinctsrs
frm wow Tole Csollmolon, ase.

mem o. MAHUMOTURING

2000 Food & Kindred Products
2010 Meat Products

2100

2200

Daft Products
Presn erved

Mil l Products
Fruits & Vegetables

Grai
Bakery Products
Sugar & Confectionary Products
Fats &
Beverages

WIneil,"=& Spirits
Distilled

Malt

Liquor, Except Brandy
Bottled ann Canned Soft Drinks
Flavoring Extroole & Syrups. nec.
Misc. Foods & Kindred Products
Canned & Cured Seafoods
Fresh or Frond Packaged Fish
Manufactured Ice
Food Preparations, nee.

Tobacco Manufacturers

Textile Mill Products
2270 Floor Covering Mills
2280 Yarn & Thread Mills
2290 Misc. Textile Goods
2299 Textile Goods, nec:

2300 A pAr I II Other Textile Products
Misc. Apprel & Accessories

2390 Mite. FWicated Textile Products

2400 Lumber & Wood Products
2410 Logging Camps & Contractors
2420 Sawmills & Planning Mills
2430 MIllworiL Plywood, Structural
2440 Wood Containers
2450 Wood Buildings & Mobile Homes
2451 'Mobile Homes
2452 Prefabricated wood Buildings
2410 Misc. Wood Products
2499 Wood Products, nec.

2500 Furniture &Fifties
2510 Household Furniture
2520 Office Furniture
2850 Partitions a Fixtures
2590 Misc. Furniture & Fixtures
2599 Furniture & Fixtures. noc.

2800 Paper & Allied Products
2510 Pulp Mins
2520 Paw Mills, Except Bldg. Paper
2630 Paperboard Mills
2640 Misc. Converted Paper Products
2650 esperboard -Containers & Boxes
2903 Winding Paper & Board Mills

2700 Printing & Publishing
2710 Newpspers
720. Periodicals
2731 look Publishing
2732- Book Printing
2740 Miscellaneous Publishing
2750, Commercial Printing
2700 Manifold Business Forms
2790 Printing Trade Services

21100 Chemicals and Like Products
2810 Industrial inomMitimicals

moo Plastics and
.61320,0ciewm,..a Toilet Goods

; industrial OrsZaalChricels
2670
281K1' MJec. Chemicals MINNOW

2900

3000

3100

3200

3300

3400

3500

3000

3710

Petroleum end Coal Products
1910 Petroleum Relining
2980 Paving& Roofing Materiel
2990 Misc. Petroleum & Coal Products

Rubber & Miso. Plastics Products
3070 Misc. Plastics Products

Leather and Leather Produots
3110 Leather Tanning end Finishing
3130 Boot & Shoe Cut Stook & Findings
3140 Footwear, Except Rubber
3150 Leather Gloves 11 Mittens
3170 Mandbsm & Personal Leather GoOdl
3199 Loather Goma nem

11.0.su CPottelayldafildiassRelafttguctProdluctd
3270 Concrete Gypeum & RUM PrOdUete
3280 Cut Stone a Stone ProduOts
3210 Nonmetallic Mineral Products. Mice

.1
Primary Metal industries

Fabricated Metal Products

MEEMEEIY, Except Electrical

Electric and Electronic Equipment

Transportation Equipment
3710 Motor Vehicles & EquiPmfrat
3720 Aircraft & Parts
km pip a Boat lending & Reriagt;:
3750 motorcycles, Bicycles, & Parts
3790 Misc. wanmortatiOn aquiPmen
3792 Travel Trailers & Campers

3800 instruments and Related Product' .

3900 Miscellaneous Manulaoturind industries- ;:14
3E10 Jewelry. Silverware,. a Plated Ware4-
3911 Jewelry, Precious metal ,01tr..;
3915 Jetliners' Materials & Lapidery Work
3930 Musical Instruments
3940 Toys & Sporting (Mods .

30110 Costume Jewelry & Notions
3990 Misc. Manufactures

DIVISION E. TRANSPORTATION & PUSLIC UTILITIES

4000 Rallroed Transportation

4100 Local & interurban Passenger Transit

4120 Taxicabs
4110 Local & Suburban Transportation

4130 intercity ilighwqWanation:'4.7-
4140 Transportation umiak wdm
4151 School lases ,

4170 Bus Terminal & Sender Foollitie

Trucking_& WarehOusing
4210 'Trucking, Local II Long Distanc"
4220 Public Warehousing
4230 Trucidng Terminal Facilities

U.S. Postal Service

Water Trensportation

4420 Demillea Domestic Transportation
4410 Deep Sea Foreign Transportenod

4450 Local Water Transportation ;

4454 Towing & Tugboat Service . ;

4459 Lac& Water Ttidion, neat'
4400 Water Transportation Services.: .
4463 Marine Cargo Handling ::=1;
4109 Wats, Trsaspestalon Sees., an:

4200

4301

4400

4500 Air Transportation
4510 Certificated Air TransporWtion
4520 Noncertlficated Air Transportation.
4680 Air Transportation Services
4682 Airports & Flying Fields :

4083 Akport TernMid Services

4800 GeePipelines, except Natural
4610 Pipelines, Except Natural Gas
4612 Crude Petroleum
4613 Refined Petrolaum"PPleillgies
4619 Pipelines, ma.

6 0



4700 Trendier% lion Services
4711 Freight Forwarding
4720 Transgortation Arrangement
4710 Miso.Trensportelion Utvices

41100 Communication
4810 Telephone Communication
4820 Tsiegrult Communiostion
4832 Redid Stoadaseting
41133 TV SroadenstIng
4890 Communication Senn, no.

MOO Electric, Gas & liming Services
4911 Ilan* Services
4920 Gail PrOduction & Distribution
4930 Combination Utility tenon
4610
311 Nary

-Gans
4953 Refuse velem*

DIVIMON P. WHOLMIALE num!

5000 Wholesale TriinDurable rods
5010 Motor Vehicles & uto Equipment
5013 Automont Parts Supplies
5014 Tires &Tube_14
5020 Furniture & Horne furnishings
5030 Lumber & Construction Materiald
5040 _ Sing Good& Ton& Hobby Goods
5080 GOWN
5070 Hardware, plugMq & Henn Equip.
5080 Mashing; & applies
5010 Min. Durable.1st Watelm: Moine Stones

5100 Wholesale TrernindUrnle Goods
511B Paper. Paper Products
5122. &WM P4gLgeos4r lolduunadtrin
5130 'Apparel; 'a Nations
5140 41rondes & tsd s
5150 ParnProdwits Rye Materials
5140 Chemicals tAllin.Products
5170 PitrOingli PetrOleum Products
51113. Sew. WI__ ne, & Distilled lieverans
5190. Misc..Nonduraide Goods.

DIVISION G. RETAIL TRAOU

woo Suildbig Materials a Gard.n SuPplies
5210 LuMber & Other Building Materials
5230 'PainteGlass. & Wallpaper Stores
5250 ;Hardware Sloes
eno Retell P4WW11111 a Garden Stores
UM AWN Hon Diskint

5300 General.MbrolindisiStores .
5310 Department Stores
5330 Verieglitores
5399 Min amoral Merchendin Stores

,

5400 Food Stores .-
5410 Grocery Stores
5420 Meat markets & Rester Provisioner,
5430 Fruit Stores & Vegetables Markets
5440 Candy Nut & Confectionary Mores
5450 Dairy Itroducts Stores
5480 Retail Bakeries.
5499 Min Food Mores ?.

. .

5500 Automotive Dealers & Service Mations
$110 Nevi II' bead Car Dealers
UM I. Used Car Doan
5630. Auto & Home Supply Stone
5540 Ges.Servioe Stations
5560 Boat Dealers
UN asommtioa and Uillny baler Deilen,

alotoreyels Oulers

5600 & Acning MOMS
ASMeilderris & ens Clothing & pnrnishings

5620 Women's Reedy to WIN' Elms
5030 Women's.ncessory & Specialty Suwon
5540 Children's Infants' Wear Stores
5650 Family_Clothing Stores .

NM: Shoe atoms
0880 Furriers & Fur non
5899 Miss Anerel & Accessories

.

5700 FurnitUre & Horne PUrnishinge Stores
5712 Furniture Mores
5713 Floor COVefing _Stores
5714 Drawl & Upboisterigtoret
5719 Moo. nine Furnishino Stores
5722 Household, Appliance stores
5730 Racik&Teravn;41 Music. Stores

5800 Satin! & DrinkiCesson

5656113 Drinlat":-:plane 1 _. 1.6176

5900 Miscallanen!Retb_
11912 Dn.& Paptisasylpe*
5920 WNW MOM'
5930 Used Merchandin stores.
5940 ,MisClIfloppliis Mins Mores_,
5941 . SportiarseGoolg& Mg, shops

Ct. !ILnla"cernerty lriesef,L'r
5945 Hobbyi.Toy,_&*voura
5946,.Csinera..& notogranic Stone

. 594/ 43.11L:Noveity. &Souvenir Shops
.59411' Luggage & LadherGoode Stores .
5949 Senn, Needlework;&Piace. Goods
5980 Monitore Retailer!? :..

. , ...1.,

5981 Mail Order Houses
gltrantobeWerganitallons

5954 Liquelled7htroleum Gas Dealers
6992 Florists
6993 Cigar Stores & Stands
5994 nws Dealers & Newstands
5969 Milo. Retell Store& Nee.

DIVISION H. FINANCE, INSURANCE, & MAL SWATS

5000 Banking
11010 Federal Rellerfe Banka
0020 Commercial & Stook Savings Banks
8022 State Banks. Federal Reserve
0025 National Banks. Federal Reserve
0030 Mutual Savings Sank*
8040 Trust Companies, Nondeposit
8050 Functions closely Related to Banking

6100 Credit Agencies Other Than banks
6110 Rediscount & Financing Institutions
120 Savings & Loan Associations
6130 Agriculture! Credit Institutions
0140 Personal Credit Institutions
8150 Moines* Credit institution
0100 Mortgage Bankers & Brokers

6200 Security. Commodity Brokers & Services

6300 Insurance Curlers
8310 Ufa insurance
6320 Medical Service & Health insurance

ESFirs; Marine, & Casualty Insurance
Surety insurance

WM Title (neuron
63/0 Pension, Health, & Welfare Funds
MO Insurance Quinn ma

6400 Insurance Agents, Brokers & Senn

MOO Real Relate '
NM gal Estate Operators & Lessors
8512 Nonresidential Building Operators
8513 Apartment Building Operators

MI5 Mobile Hanle SIM
MU Dwelling

8130 Real Male A
6540 Title Abstract

vren
0650 Subdividers & Developers

MOO Combined Reel Estate insurance. etc,

6703 Holding & Other investment Offices
11710 Holding Offices
0720 investment Offices
6730 Trusts
8790 Misc. Investing

DIVISION L unto
7000 Hotels, & Other Lbdging Places

7010 Hotels. Motels. & Tourist Courts
7020 Rooming & Boarding Houses
7030 Camps & Trailer Parks

7203 Personal Services
7210 Laundry, Cleanino, & Garment Svcs.
7215 Colony Laundry & Cleaning
7216 Dry Cleanlno Rams. except Rug
7217 Carpet a peg Cleaning
7220 Photo St Pang
7230 Asety Sheds

Ostbstates
7250 Shoe
7280 FuneritrWvice & Crematories
7299 Misc. Personal Services

7300 Business Sences 7
7310 Advertising
ISO CraIN Caution
7330 Mailing, ion, Steno
7333 Commends Phorngraphy & Art
7340 Services alairgigings
7341 - Window
7342 Disinleoting & extnrminating
7349 BuUdim7PaIntenence Svcs, nec.
7360 News Syndicates
/MO Personnel Supply Services
7370 Computer & Dell Processing Svcs.
7300 ; Min Business Services
7302 'Management &Pub*: Relations
7393 Detective & Protective Services
7394 EqUipment Rental & Leasing
7396 Photofinishing Labs
7398 Business Onion, Nee.

Anto Rer.8erriCes &
7512 .Car RaNaft27Leasing
7513 in11.17Wtal & LaaSing
7520 Automobile Parking
7520 -Auto non Shope.
7540 Auto Senn& except Repair
7542 Car Washes

7000 Misc. Repair Services
7820 Mann Reilfrops
7522. Radio & TV.
7830 "Watch, Clock, a Jewelry Reno
7640 Reupholster, & Furniture Repair
7690 Misc. Repair Shops
7092 Welding Repair

MOO

1,

48

61

7500 Motion Pictures
10 Motion Picture Production & Services
13 Motion Picture Production. except TV
14 Motion Picture Production for TV

7819 Services Allied to Motion Pictures
7820 Motion Picture Dist. & 51V10011
7830 Motion Picture Theaters
7533 Drive4n Motion Picture Theaters

MOO Amusement & Recreation Services
7910 Dance Hells, Studios. & Schools
7920 Producers, OrChestras, Entertainers
7929 Entertainers & Entertainment Groups
79311 Billiard, Pool Establishments
7933 Bowling Al

l7940 Commerciatrports
PM MIle. Amesemen Reerneflonal Svcs.
7993 001040 Amusement Devices

6000 Health Services

11100

8200

8300

8400

MOO

6800

8900

UN
UN
Me
SPIT
UN

5052
8063
8019
8070
8071
6072
80110
8090

OWN, of Physlelans
Deallets

of Wenn* Pneleleas
of.Other Han Practitioners
W Mireptecters
of Ogesmebeite

2=10 Health PractItioners. nee,
Owens? aCaw Paells

Hospital,:
General Medical & Surgical Hospitals
Psychiatric Hospitals

ractig Hospital& en, Psych.
& Dental LAboratorles

Medical Laboratories
Dental Laboratories
Outpatient Care Facilities
Health & Allied Services, nec.

Legal Segleive

Educational Services
5210 Elementary & Snoodary Schools
5220 Colleges A Universities
5230 Merles & information Centers
8241 Correspondenos Schools
5243 Data Processing Schools
8244 Busing & Semitarial Schools
8249 Vocational Schools, nee.

Social Services .

8320 individual & Fang Services
8330 Job Training & Related Services
8350 Chlid Day Care Services
8399 Social Services, no.

Museums, Botanical, Zoological Gorden* .P

M
ip Organizations

Intilirthusinese Associations rt8620 Professional Associstions
5830 Labor Organisations
5040 Civic & Uncial Associations
UM Political Organisations
MO Religious Organizations

Private Households

Miscellaneous Senn*
8910 EaglaseNeg I Areletectural Svcs.
8920 Noncommercial Research Organisations .
5930 Accounting, Auditing & Bookkeeping =
8899 Senn& nec.

ii

DIVISION J. PUSUC ADMINISTRATION

9100 Executive Legislative, & General

9200 Justice. Public Order, & Safety

9300 Finance, Taxation & Monetary Policy

9400 Administration of Human RenurCes

9500 Environmental Quality & Housing

9800 Administration of Economic Proprams

9700 National Security & intl. Affair.

DIVISION K. NONCLASSIPIABLE ESTASUSHMENTS

9900 Monists Establishments



Apply For Special Federal Licenses

Federal license is required to sell dreams and ammunition. This
application is available from the Bureau of Firearm, 'Macao and Alcohol
listed under U.S. Cbvernment.

Obtain Information On Zoning

Generally, zoning is not a problem for the home-based business unless it
creates unusual noise, eigns, odors, parking problems, etc.

First, find out if your community has zoning. If it does, there are
probably three boards governing zoning:

The plannintibud develops long-term growth plans and reviews
developers, plans to ensure that they are in line with long-term
plans.

Thealling Bawl develops regui Ions to ensure compliance with
the'Planning Board's long-term elan. (The Planning and Zoning
Boards are often combined.)

The Appeals Board can waive zoning regulations and hear appeals
for zoning decisions.

Obtain A Social Security Number

Social Security

Every company which has employees must pay social security tax. Your local
Post Office has solications for social security. EMployers pay a 7.15%
tax'on wages up.to442,000 ayear for each employee. The employee pays a
similar tax on all wages up to the sane amount; the employee s share is
deducted from his/her psy check.

Any =ram vdth employees must identify itself on tax forms using a
Federal EMployer Identification Itimber. Form SS-4 is used to apply for
this number; it can be obtained fram, the nearest Internal Revenue Service
CWfice. Oboe your company has an identification nutber, the IRS will
automatically send you quarterly and year-end payroll tax returns to
complete.
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Goal 5.0 To understand how to obtain funds

Competencies:

5.1 List sources of funds

5.2 Develop a statement of financial need

5.3 List types of business loans

5.4 List kinds of collateral

5.5 Describe loan lhuitations

5.6 Cbmplete loan application

5.7 Cpen a checking account
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List Sources Of Funds

Chce you have decided upon the ownership structure for your hane-based
business And have formulated your plans for it, the next step is to decide
where and how to get the money (starting capital) for setting your business
enterprise into motion. This mill need your careful consideration. First,
think about the money that is closest and most available to you. Then,
consider all the possible money resources that you can tap:

Xaut_QmUlany

You say put your savings into your hane-based business. You can also get
same cash by selling your car or other belongings if necessary.

li:888-KULIIINA18111gairSILIMilyinulitinnk

You may get an interest-free personal loan fran a relative or friend. If
you chose to foam a partnership, your partner mill also put same money into
the business.

If all the noney at hand is still not enough, or your friends and relatives
just are unable to help right now, then you can go to a lender--a bank or
government agency--to get a business loan.

BanklumiLLWILAWEL

To get a business loan fran a bank, you need to present Sane of your
property as collateral to the bank. Cbllateral is a valuable possession
like a house or ear that is given as a pledge that the debt mrill be paid.
If the loan is not repaid, the bank may sell the poaaession to recover the
money it lent. If you are amber of a credit uniOn, you may borrow money
there.

The_lhallikainuaAtininiatindiaa

The Small Business AdMinistration (OBA) may also help you, especially if
you can't get a bank loan. The SBA lends money directly to mmall business
owners and helps them borrow noney from banks.

f ran licsejarigesnoushlas_Inatructional
AblazialLIILIbLaszatilnua_a_amll
nualniguazfoLthajbm, Susan F. Weis and
Kay S. CII*ien, Pennsylvania Department of
Education, Bureau of Vocational Education,
Harrisburg, PA, June, 1983.
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Small Business Administration Loans

BBN's &minas Loon Propos

Vhder its Cbngressional mandate, the U.S. Small Business Administration
(SBA) assists the nation's mall businesses through a number of programs
and efforts. SBA helps new or growiwg businesses meet their financial
needs, counsels anal firms with problems Offers special assistance to
minoritylsmmen-owned and veteran-owned bUsinesses, helps mall businesses
to secure governnent contracts, and acts as a speoial advocate for small
business with other Federal agencies, with states and within the private
sector.

Through its work, the Agency helps preserve the nation's free enterprise
system, bolsters competition and strengthens the national economy.

MA loans have helped thousands of small companies get started, expand and
prosper. This section is designed to explain SBA's business loan programs
and to describe where and how to apply for a business loan.

Basle Types of Business Loans

Business loan 'proceeds can be used for morking capital, purchase of
inventory, equipmant awl supplies, or for building construction and
expansion.

SBA offers two basic types of business loans:

1. Loans made by private lenders, usually banks, and guaranteed by SRA.
By law, Moan guarantee a portion of a loan made by a bank or other
private lender, however,ABA's guaranty cannot exceed $500,000.

2. Loans made directly by the Agency_

In general, direct SBA loans carry interest rates slightly lower than those
in the private financial markets. They are available only to applicants
unable to secure private financing or an SBArquaranteed or participation
loan:

In addition to its basic loan program, SBA offers loans for low-income and
other disadvantaged persons, loans to help small firm owned by handicapped
persons and nonprofit sheltered morkshops employing the handicapped, loans
to small firms engaged tnimanufaoturing, selling, installing, servicing or
developing-speettieenorgy -conservation measures,- loans to development
companies for projects aiding small businesses in urban or rural
canmunities, loans and revolving lines of credit for export purposes, and
guaranteed loans for qualified el4loyee stock ownership trusts.

SR& licenses, regulates and financially helps private firms called "Small
Business Investment Cbmpanies" (133ICs) which supply equity capital and
regular loans to small fiams with umusual growth potential.

Detaili concerning special loan programs can be obtained fram any SBA
office.
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Even with its varied progruns, SBA cannot assist all the small businesses,
or all the persons interested in starting a small firm. Agency funds and
personnel are limited. Thereforesin recent years, SBA--as snail business'
advoaateisitas increaled its liaison and cooperation with the private
sector, with the prhnary aim of widening assistance and asking more funds
available to the inilli9ns of small entrepreneurs in our country. Ihe
nat1on't0anks have been ninleinore,aware of the advantages of participating
in SBA guaranteed loans, and haveibeen urged to respond through their own
loan programs/to'amell business' needs and wants. Mims instituted a.

special arrangOment with &number of banks to cut red tape and paperwork in
ASency guaranteed:loans. inhirlcompanies have been organised as SBA
"non-bank lenders.," and comma* amall business loans guaranteed by the
Agency.

This approach-involving greater cooperation with the private financial
markets and putting AbsAgeogy more and more into a role of a Nholesaler"
--will be emphasised in thernonths and years ahead. The private lender
till be more and'morithei*retailer" of mall business lending, while sak
takes on theTpleof "wholevaler".

Who ls Eligible for en MK Ian?
By law

,

the Alpmay mey,not make or guarantee a loan if a business can
obtainfhnds on reasonable terms frau a bank or other private source. A
borrower therefore must 'first seek,private financing before applying to
SBA. Ibis means that apemen first must apply to a bank'or other lending
institution for a loan. last city of over 200,000 populatico, a person
must be turned down by two banks before applying for an SBA loan.

A business must be independently owned and cperated for profit (except
sheltered workshops), not dominant in its field and must meet certain
standar& of- lirtenis Of OMployees or annual receipts. Leans cannot
be made to speculative businesses, newspapers, or businesses engaged in
gambling.

Applicants for loans also must agree to comply with SBA regulations that
there will be no discrimination fin enployment or services to the pubic,
based on race, color, religion, national origin, sex or marital status.
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Mat is Sall Business?

Al present, eligibility for loans varies by industry and SBAL Agram. For
business loansi the general size standard eligibility requirements are:

'Madman - ilmtimiin'aumber of nmployees may range from 500 to 1,500
dependinpon the induatry in Which the applicant is prhnarily engaged.

11212111liii:.-1idalmOSUmber of employees must not exceed 500.

fiorvioes - Anntial receiptsmust-not-exceed $3.5 ndllion to $14.5 million,
depending on,the indMitrY in Which the applicant is primarily engaged.

&tailing Annual sales or receipts must not exceed $3.5 to $13.5 million,
depending on theAniustry.

Qnstruetion - (bneral construction average annual receipts must not exceed
$17.million for the-three most recently completed fiscal years.

anziaLtrAdiLannathuilign - Average annual receipts must not exceed $7
million for threetmykt recently completed fiscal years,- depending on the
industry.

isigries1tuze Annual receipts must not exceed $0.1 to $3.5 million.
,

Mit aro the.Ciedit iNtoiremmats?

A loan applicant gust:

Be a good character.

Have enough capital in an existing firm so that, vdth an SBA loan, the
business can operate on a sound finencial basis.

Skov the proposed loan is of such sound value or so secured as reasonably
to assure paymmnt.

Sham that the Past earnings record and, future prospects of the firm
indicate ability to repay the loan and other fixed debt, if any, out of
profits.

Be-able to providel-fran personal resources, sufficient funds to have a
reasonable amount at stake to withstand possible losses, particularly
during the early stages at a new venture.
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Bow Mach Qui a Person Borrow?

Loans made directly by BM have a maxinun of $150,000.

The guaranteed loan program permits the Agency to guarantee a maxima of
$500,000,

Notes Men neither private financing nor a loan guarantee is available,
SBAMay provide loan funds on an "insediate participation" basis with a
bank. The. bank disburses part of the loan, at narket interest rates, and
the balance.of the loin is disbursed direetly bq SBA, at a loner interest
rate. SBA's share of an hmasdiate participation loan may not emceed
$150,000. (These adminiatrative limits are subject to change.)

A handicapped assistance loan made directly by SBA is lhnited to $150,000.

Local Development Cbmpany loans made direetly by SBA are limited to
$150,000.

Thwas of Loans

Regular busiaess loans have a maxima maturity of 25 years.

Working capital loans are generally lhnited to seven years.

SBA regularly sets amino allowable interest rate which banks can charge
on guaranteed loans. Interest rates on direct loans and SBA's share of an
humiliate participation loan are tied to the cost of noney to the Federal
government and adjusted periodically. The interest rate is 3 percent for
SBA's share of a handicapped assistance loan.
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Cisliateral

On or are et the foliating say be acceptable security for a loam

a mortify ea laid, a building ad/or equipment

assignmat el =Moue reselpts for imarketable merehadise

a airtisie ehettels

perentees or perusal eadersaments, aad la same instances,
assigiamts et awed reeelvablee

Do to trily for a Luss

Ikea alrealy la business skalds

1. Prepare a arrest fiarasial steamed (balsas sheet) listing all
assets and all liabilities ef the business.

S. ai araimes (pain ad loss) stateliest for the current periodterdate of the Wan sheet.

Se Pm= a wrest passed fimuselal stateaat of the (user, or each
et stakholder =dm IS portent or are of the corporate stock

tribe basimes.

4. List allateral to be offered as security for the lom, with a
estimate of the meat market alma tlf each item

A. State the aroma of the less regoesttd ad enact purposes for *fah it /
eam be used.

S. Take the foreplay material to your.beaker. Mk for a direst beak loan
ad if yea are *d ined, ask the bask to sake the loon under Ws Loan
(berates Pla or Isuate Partielpatia plea. If the beak is
interested la a SSA pensteed or partielpation loom, ask the banker
to sweat NI fet Masai. et year application. la most eases of

tad or partielpatles Mall deal Meanly with the=
T. *its or visit the nearest SBA off ice, if a guaresteed or a

partielpaties loss is met available. WA has 114 field offices Wiled
often sad loss off leers to visit ary mailer cities as the need is
Wielded. lb mead natters, mks your finsnoial isforastia available
aka ya tint write or visit SW



Those wanting to start a lhusiness should:

1. Describe the type of business you plan to establish.

2. Describe your emperience and management capabilities.

6. Prepare an estimate of how much you or others have to invest in the
business and how much you vdll need to borrow.

4. Prepare a current financial statemmnt (balance sheet) listing all
personal assets and all liabilities.

5. Prepare a detailed projection of earnings for the first year the
business vdll operate.

6. List collateral to be offered as security for the loan, indicating your
estimate of the present market value of each item.

7. Follow steps 6 and 7 for those already in business.

iron wBusiness Loans fran the SBA," U.S.
Small Business Administration, 1984.
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Secure Credft and Obtain Funds

SualnitaLlaina

Mint entrepreneurs apply for business loans to get at least same of the
money they need to start their business. With a business loan, you have to
pay back a part of the loan money every month, plus a certain percentwse of
interest. Interest is the extra money you pay for the privilege of using
someone else's money. The larger amount of your own money you put into
your hame-based business, the less loan money and the less interest you
wdll need to pay back.

BusinefuLliaLlafanratilan

In order to get a business loan you will need to provide a lot of
information to prove that you are a good business risk information such as
your personal background and qualifications, a clear bUsiness description,
and a financial plan.

Etrile 11111.112kgzeimd.inianallian

You will be expected to tell the lender about your work and business
experience, as well as your personal financial situation. Tbu will need to
show that you have facts concerning your hane-based business and possess
good business sense. You will be expected to put some of your own money
into your business enterprise.

For example, Nary is planning to start a hane-based business. The amount
of money she has on hand is not enough to get the business started, so Mary
wdll apply for a loan from the Happy Valley Hank. She 'mote this resume:

"I am planning to open a special craft service center in my
own hame. I have $5,000 to invest in this business. A
relative has offered to lend me $2,500. Initially I will
have $7,500 to invest in my business. However, I esthmate I
will need a total of $12,500 to initiate the operation of ny
business. I will, therefore, need to borrow an additional
$5,000.

I have taught a fourth grade class in the local elenantary
school since graduating fran college eight years ago.

I have excellent craft skills which I acquired through hane
economics courses, and have perfected through constant
practice during my spare thne. Creating and designing
unique craft items is my specialty.

I have demonstrated good business ability through being the
school manager of fund raising ryojects for the past five
years."
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6111111111L_Essulatiga

Every new business begins with an idea. Your nett step in
getting your loan is to put your ideas into mviting by preparing
a %smitten description of your business. Your business
description should tells

the name of your business

the scope and purpose of your business

the services and products to be provided by your business

the specialties to be offered by your business, how it will
be unique

your plans for the gronth of your business.

The following is a description Miry wrote about her hane-based
business.

The name of the craft service center till be the Maple
Leaf." The store will be open 9:00 a.m. to 8:00 p.m., six
days a week. It will sell products, unfinished-products,
and various materials for making crafts. It will also
provide special services for customers. The Mkple Leaf will
be located in my hame at 123 North ldaple Drive. I plan to
remodel my home to accommodate this business. I estimate
that this will mit $3,000.

I will have an employee working in the craft center as a
clerk. I will teach craft skills to customers in addition
to providing clerk service.

If I can get this loan frau your bank I plan to open the
Mkple Leaf by September 1.

&nano, laLintazaation_AbouLlealluainen.

lb get a business loan, you wdll need to give the lender at least two kinds
of financial infonmation about your business. First, you need to show hum
much you expect to earn and spend during the first year. This information
gives the bank an idea of whether your business will succeed. It lets the
bank knam if your busineis will bring in enough revenue for you to earn a
profit and to pay off your loan. Second, you need to fill out a form
(statement of financial need) telling the bank how much money you need to
borrow.
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Mary predicts the profit for her business during the first year:

Sample Profit/Loss Statement

Profit/Loss Statement

Sept. 1, 1885 - Aug. 31, 1886

Bann=

Products sold $23,500.00
Materials sold $23,500.00
Services to customers $_11411111,011

Tbtal $55,000.00

Ewen=
Salary for an employee $ 0,000.00
ttilities $ 1,200.00
Supplies $20,000.00
Advertising $ 1,200.00
Others CLOHLIMI

Tbtal $33,400.00

100%

61%

Net Profit
(including my salary and immune taxes) $21,800.00 39%

73.

60



Ikabalion_ailisada

Antra business will usually acoumulate sane expenses before it can begin
providing services or collecting money. At first a business will spend
more than it makes. It will need money to support the start-up operation.
That is why most businesspersons apply for a business loan to help then get
started. As the business gets established it should collect more money
than it spends. The owner can use the profit to pay back money that um
borrowed. Interest an loans is amajor business expense and needs careful
consideration by the entrepreneur.

litatniaLithanniallind
Ch this form you will need to show the total cash cn hand that you have,
the total expenses you estimate that you will need for the first few months
of operating your hame-based business, and finally, figure how much you
will need to borrow fran the bank.

Your total cash co hand includes your savings and any loans from relatives
or friends. Your total expenses include start-up expenses (money needed
right at the beginning to open your business) and operating expenses (money
needed after start-up.to run your business every nonth). By subtracting
the total money on hand frau the total estimated expenses, you can
calculate the total loan money needed. The formula for the computation
is:

I Total expenses - total money ow hand = total loanAnney needed
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Sample Financial Need Statement

Financial Need Statement

Expenses
(for first three nontha) Money Ort Hand

lifItIr..XU1140121. OWner's Cash Ch Hind

Repairs and Renovations $3,000 $5,000
Equipment and Furniture $2,000
Supplies and Inventory $2,000 Loan frac Relative
Advertising $ 150
Others $ 350 $2,500

Total start-up expenses MUD. 'Mal Nbney Chiba

Onithaint-81011111

Sa:ary for an employee $2,160
($720 x 3)

Utilities $ 120 ibtal Evenses
($40 x 3)

Supplies ane Inventory $3,000 $
($1,000 x 3)

Advertising $ 210 Ibtal Nbney Ch Hand
($70 x 3)

Others $ 300 $
($100 x 3)*

TOtal operating expenses $1,790 ibtal Nbney Needed

Ibtal Expenses $
(for first three months)

Calculate the total loan money she will need.
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Examples of Applications

Happy Valley Bank
Application for Business Loan

Borrower

Pita

Address

Loan Requested $ Debt to Bank will be $

Unsecured ( ) Secured ( )

(bilateral

Value of (bilateral mill be $

ikaranteed By

Nmand ( ) Time NO. DaysRate of Interest

Payment Progran

Purpose of Loan

Deposit Relationship

Agthorizat ion

Pbr the purpose of procuring credit from Happy Valley Bank, the
undersigned hereby confirms that I/me have read and understand the
foregoing; that it is true, accurate, and complete to the best of
mv/our knowledge and belief. I/we authorize Happy Valley Bank to make
whatever credit inquiries it deems necessary in connection with this
credit application or in the course of retie collection of any
credit extended in reliance on this applicativa, I authorize and
instruct any person or consumer reporting age .ly to compile and
furnish Happy Valley Bank any informetion it may have or obtain in
response to such credit inquiries.

Applicant's Signature Applicant's Signature

KILIZIWILY
Approved By Date

Sr. Loan Cbmmittee, Regional BoardJOint
Notified of action taken 1 1 Coral Written__
Remarks
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Suggested Activities

1. Qmplete a resume of your cwn personal background information and a
description of your home-based business to get a business loan to start
your business.

2. Uaing this statanent of fiaancial need form as a guide, (a) estimate
the Oen-up expenses and the operating expenses for starting your
home-based business; (b) figure out how much money on hand you have;
and (c) calculate hom much loan money you need.

Financial Need Statement

Expenses
(for first three months) Oxman Mhnd

411.111NIAOHRHNUI OWner's Cash (1 Hand

Repairs and Renovations $: $
EquipwAnt snd Furniture $

SuppliA and Inventory $ Loan fram Relative
Advertising $

Others $ $

Ibtal start-up expenses $ Tbtal Nbney On Hand

ClguatiagJialuenan

Salary for an employee

Utilities Tbtal Expenses

Supplies and Inventory

Advertising Ibtal Money On Hand

Others

ibtal operating expenses $ Tbtal Nbney Needed

'Dotal Ekpenses $
(for first three months)
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3. Mae a list for yourself of all the possible sources of honey that you
may have. Emsnerate all the possible advantages and disadvantages to
yourself in using each source.

4. a) Begin shopping for loans.
b) Compare interest rates.
e) Compare obligations and risks associated vrith borroming from

each institution.

Cther loan applications and ihformation are available from banks, credit
unions and the Small Business Administratice, 701 C Street, P.O. Box 87,
Anchorage, Alaska 99513, Phone: 907=2714023.

aillAULIMILUMLSONIC -Susan F. Weis and
Kay S. O'Brien, Pennaylvanla Department of
Education, Bureau of Weational Education,
Bhr.isburg, PA, June, 1983.
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Summary

ABC's of Borrowing
U.S. Small Business Administration
Number 1.001

This Aid is designed to give the highlights of what is in.
volved in sound business borrowing. It should be
helpful to those who have little or no experience with
borrowing. More experienced owner-managers should
find it useful in re-evaluating their borrowing opera-
tions.

Some small businesspersons cannot understand why a
lending institution refused to lend them money.
Others have no. trouble getting funds, but they ars sur-
prised to find strings attached to their loans. Such
owner-managers fail to realised that banks and other
lenders have to operate by certain principles just as do
other types of business.

This Aid discusses the following fundamentals of bor.
rowing: (2) credit worthiness, (3) kinds of loans, (3)
amount of money needed, (4) collateral, (6) loan
restrictions and limitations, (6) the loan application,
and (7) standards which the lender uses to evaluate
the application.

Introduction
Inexperience with borrowing procedures often creates
resentment and bitterness. The stories of three small
businesspersons illustrate this point.

"I'll never trade here again," Bill Smith* said when his
bank refused to gratit him a loan. "I'd like to let you
have it, Bill," the banker said,"but your firm isn't earn-
ing enough to meet your current obligations." Mr Smith
was unaware of a vital financial fact, namely, that lend-
ing institutions have to be certain that the borrower's
business can repay the loan.

Tom Jones lost his temper when the bank refused him a
loan because he did not know what kind or how much
money he needed. "We hesitate to lend," the banker
said. "to business owners with such vague ideas of what
and how much they need."

John Williams' case was somewhat different. He didn't
explode until after he got the loan. When the papers
were ready to sign, he realized that the loan agreement
put certain limitations on his business activities. "You
can't dictate to me." he said and walked out of the
bank. What he didn't realize was that the limitations
were for his good as well as for the bank's protection.

Knowledge of the financial facts of business life could
have saved all three the emharrasament.of losing their
tempers. Even more important, such information would
have helped them to borrow money at a time when their
businesses needed it badly.

'All names in Aids are fictitious
66

Is Your Firm Credit Worthy?

The ability to obtain money when you need it is as
necessary to the operation of your business as is a good
location or the right equipment, reliable sources of sup.
plies and materials, or an adequate labor force. Before a
bank or any other lending agency will lend you money,
the loan officer must feel satisfied with the answers
to the five following questions:

1. What sort of person are you, the prospective bor-
rower? By all odds, the character of the borrower comes
first. Next is your ability to manage your business.
2. What are you going to do with the money? The
answer to this questions will determine the type of loss,
short or long-term. Money to be used for the purchase
of seasonal inventory will require quicker repayment
than money used to buy fixed assets.
3. When and how do you plan to pay it back? Your
banker's judgment of your business ability and the
type of loan will be a deciding factor in the answer to
this question.
4. Is the cushion in the loan large enough? In other
words, does the amount requested make suitable
allowance for unexpected developments? The banker
decides this question on the basis of your financial state
ment which sets forth the condition of your business
and on the collateral pledged.
5. What is the outlook for business in general and for
your business particularly?

Adequate Financisl Data Is a "Must."
The banker wants to make loans to businesses which
are solvent, profitable, and growing. The two basic
financial statements used to determine those conditions
are the balance shoat and profit-and-loss statement. The
former is the major yardstick for solvency and the latter
for profits. A continuous series of these two statements
over a period of time is the principal device for measur-
ing financial stability and growth potential.

In interviewing loan applicants and in studying their
recordsethe banker is expecially interested in the
following facts and figures.



General Information: Are the books and records up-to-
-date and in-good condition? What is the condition of ac-

counts payable? Of notes payable? What are the salaries
of the owner-manager and other company officers? Are
all taxes being paid currently? What is the order
backlog? What is the number of employees? What is the
insurance coverage?

Accounts Receivable: Are there indications that some
of the accounts receivable have already been pledged to
another creditor? What is the accounts receivable turn-
over? Is the accounts receivable total weakened because
many customers are far behind in their payments? Has a
large enough reserve been set up to cover doubtfull ac-
counts? How much do the largest accounts owe and
what percentage of your total accounts does this amount
represent?

Inventories: Is merchandise in good shape or will it
have to be marked down? How much raw material is on
hand? How much work iS in process? How much of the
inventory is finished goods?

Is there any obsolete inventory? Has an excessive
amount of inventory been consigned to customers? Is in-
ventory turnover in line with the turnover for other
businesses in the same industry? Or is money being tied
up too long in inventory?

Fixed Assets: What is the type, age, and condition of
the equipment? What are the depreciation policies?
What are the details of mortgages or conditional sales
contracts? What are the future acquisition plans?

What Kind of Money?
When you set out to borrow money for your firm, it is
important to know the kind of money you need from a
bank or other lending institution. There are three kinds
of money: short term, term money, and equity capital.

Keep in mind that the purpose for which the funds are
to be used is an important factor in deciding the kind of
money needed. But even so, deciding what kind of
money to use is not always easy. It is sometimes com-
plicated by the fact that you may be using some of the

-various kinds of money at the same time and for iden-
tical purposes.

Keep in mind that a very important distinction between
the types of money is the source of repayment. General-
ly, short-term loans are repaid from the liquidation of
current assets which they have financed. Long-term
loans are usually repaid from earnings.

Short-Term Bank Loans
You can use short-term bank loans for purposes such as
financing accounts receivable for, say 30 to 60 days. Or
you can use them for purposes that take longer to pay
offsuch as for building a seasonal inventory over a
period of 5 to 8 months. Usually, lenders expect short-
term loans to be repaid after their purposes have been
served: for example, accounts receivable loans, when
the outstanding accounts have been paid by the bor-
rower's customers, and inventory loans, when the in-
ventory has been converted into saleable merchandise.

Banks grant such money either on your general credit
reputation with an unsecured loan or on a secured loan.

The unsecured loan is the most frequently used form of
bank credit for short-term purposes. You do not have to
put up collateral because the bank relies on your credit
reputation.

The secured loan involves a pledge of some or all of
your assets. The bank requires security as a protection
for its depositors against the risks that are involved even
in business situations where the chances of success are
good.

Term Borrowing
Term borrowing privides money you plan to pay back
over a fairly long time. Some people break it down into
two forms: (1) intermediateloans longer than 1 year
but less than 5 years, and (2) long-termloans for more
than 5 years.

However, for your purpose of matching the kind of
money to the needs of your company, think of term bor-
rowing as a kind of money which you prof-Ably will pay
back in periodic installments from earni.

Equity Capital
Some people confuse term borrowing and equity (or in-
vestment) capital. Yet there is a big difference. You
don't have to repay equity money. It is money you get
by selling a part interest in your business.

You take people into your company who are willing to
risk their money in it. They are interested in potential in-
come rather than in an immediate return on their in-
vestment.

How Much Money?

The amount of money you need to borrow depends on
the purpose for which you need funds. Figuring the
amount of money required for business construction,
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__conversion, or expansionrrterm loans or equity
capitalis relatively easy. Equipment manufacturers, ar-
chitects, and builders will readily supply you with cost
estimates. On the other hand, the amount of working
capital you need depends upon the type of business
you're in. While rule-of-thumb ratios may be helpful as a
starting point, a detailed projection of sources and uses
of funds over 'some future period of timeusually for 12
monthsis a better approach. In this way, the
characteristics of the particular situation can be taken
into account. Such a projection is developed through the
combination of a predicted budget and a cash forecast.

The budget is based on recent operating experience plus
your best judgment of performance during the coming
period. The cash forecast is your estimates of cash
receipts and disbursements during the budget period.
Thus, the budget and the cash forecast together repre-
sent your plan for meeting your working capital re-
quirements.

To plan your working capital requirements, it is impor-
tant to know the "cash flow" which your business will
generate. This involves simply a consideration of all
elements of cash receipts and disbursements at the time
they occur. These elements are listed in the profit-and-
loss statement which has been adapted to show cash
flow. They should be projected for each month.

What Kind of Collateral?
Sometimes. your signature is the only security the bank
needs when making a loan. At other times, the bank re-
quires additional assurance that the money will be
repaid. The kind and amount of seci.rity depends on the
bank and on the borrower's situation.

If the loan required cannot be justified by the
borrower's financial statements alone, a pledge of
security may bridge the gap. The types of security are:
endorsers; comakers and guarantors: assignment of
leases; trust receipts and floor planning; chattel mor-
tgages; real estate; accounts receivables; savings ac-
counts; life insurance policies; and stocks and bonds. In
a substantial number of T'ates where the Uniform Com-
mercial Code has been enacted, paperwork for record-
ing loan transactions will be greatly simpafied.

Endorsers, Co-makers, and Guarantors
Borrowers often get othor people to sign a note in order
to bolster their own credit. These ctri4oners are con-
tingently liable for the note they s, oh. If the borrower
fails to pay up, the bank expects the endorser to make

A co-maker is one who creates an obligation jointly
with the borrower. In such cases, the bank can collect
directly from either the maker or the co-maker.

A guarantor is one who guarantees the payment of a
note by signing a guaranty commitment. Both private
and government lenders often require guarantees from
officers of corporations in order to assure continuity of
effective management. Sometimes, a manufacturer will
act as guarantor for customers.

Assignment of Leases
The assigned lease as security is similar to the
guarantee. It is used, for example, in some franchise
situations.

The bank lends the money on a building and takes a
mortgage. Then the lease, which the dealer and the
parent franchise company work out, is assigned so that
the bank automatically receives the rent payments. In
this manner, the bank is guaranteed repayment of the
loan.

the note good. Sometimes, the endorser may be asked to buying.
pledge assets or securities too. 68

Warehouse Receipts
Banks also take commodities as security by lending
money on a warehouse receipt. Such a receipt is usually
delivered directly to the bank and shows that the mer-
chandise used as security either has been placed in a
public warehouse or has been left on your premisep
under the control of one of your employees who is
bonded (as in field warehousing). Such loans are
generally made on staple or standard merchandise
which can be readily marketed. The typical warehouse
receipt loan is for a percentage of the estimated value of
the goods used as securtiy.

Trust Receipts and Floor Planning
Merchandise, such as automobiles, appliances, and
boats, has to be displayed to be sold. The only way
many small marketers can afford such displays is by
borrowing money. Such loans are often secured by a
note and a trust receipt.

This trust receipt is the legal paper for floor planning. It
is used for serial-numbered merchandise. When you
sign one, you (1) acknowledge receipt of the merchan-
dise, (2) agree to keep the merchandise in trust for the
bank, and (3) promise to pay the bank as you sell the
goods.

Chattel Mortgages
If you buy equipment such as a cash register or a
delivdry truck, you may want to get a chattel mortgage
loan. You give the bank a lien on the equipment you are



---- The bank-also evaluates the present and future market
value of the equipment being used to secure the loan.
How rapidly will it depreciate? Does the borrower have
the necessary fire, theft, property damage, and public
liability insurance on the equipment? The banker has to
be sure that the borrower protects the equipment.

Real Estate
Real estate is another form of collateral for long-term
loans. When taking a real estate mortgage, the bank
finds out: (1) the location of the real estate, (2) its
physical condition, (3) its foreclosure value, and (4) the
amount of insurance carried on the property.

Accounts Receivable
Many banks lend money on accounts receivable. In ef-
fect, you are counting on your customers to pay your
note.

The bank may take accounts receivable on a notification
or a nonnotification plan. Under the notification plan,
the purchaser of the goods is informed by the bank that
his or her account has been assigned to it and he or she
is asked to pay the bank. Under the oonnotification
plan, the borrower's customers continue to pay you the
sums due on their accounts and you pay the bank.

Savings Accounts
Sometimes, you might get a loan by assigning to the
bank a savings account. In such cases, the bank gets an
asignment from you and keeps your passbook. If you
assign an account in another bank as collateral, the lend-
ing bank asks the other bank to mark its records to
show that the account is held as collateral.

Life Insurance
Another kind of collateral is life insurance. Banks will
lend up to the cash value of a life insurance policy. You
have to assign the policy to the bank.

If the policy is on the life of an executive of a small cor-
poration, corporate resolutions must be made authoriz-
ing the assignment. Most insurance companies allow
you to sign the policy back to the original beneficiary
when the assignment to Ahe bank ends.

Some people like to use life insurance as collateral
rather than borrow directly from insurance companies.
One reason is that a bank loan is often more convenient
to obtain and usually may be obtained at a lower in-
terest rate.

Stocks and Bonds .

. If you use stocks and bonds as collateral, they must be
marketable. As a protection against market declines and
possible expenses of liquidation; banks, usually lend no

more than 75 percent of the market value of high grade
stock. On Federal Government or municipal bonds, they
may be willing to lend 90 percent or more of their
market value.

The bank may ask the borrower for additional security
or payment whenever the market value of the stocks or
bonds drops 'below the bank's required margin.

What Are the Lender's Rules?
Lending institutions 'are not just interested in loan
repayments. They are also interested in borrowers with
healthy profit-making businesses. Therefore, whether or
not collateral is required for a loan, they set loan limita-
tions and restrictions to protect themselves against un-
necessary risk and at the same time against poor rr anage-
ment practices by their borrowers. Often some owner-
managers consider loan limitations a burden.

Yet others feel that such limitations also offer an oppor-
tunity for improving their management techniques.

Especially in making long-term loans, the borrower as
well as the lender should be thinking of: (1) the net earn-
ing power of the borrowing company, (2) the capability
of its management, (3) the long range proepects of the
company, and (4) the long range prospects of the in-
dustry of which the company is a part. Such factors
often mean that limitations increase as the duration of
the loan increases.

What 107-,ds of Limitations?
The kindi of :-nitations, which an owner-manager finds
set upon the company depends, to a great extent, on the
company. If the company is a good risk, only minimum
limitations need be set. A poor risk, of course, is dif-
ferent. Its limitations should be greater than those of a
stronger company.

Look now for a few moments at the kinds of limitations
and restrictions which the lender may set. Knowing
what they are can help you see how they affect your
operations.

The limitations which you will usually run into when
you borrow money are:

(1) Pepayment terms.

(2) Pledging or the use of security.

(3) Periodic reporting.

82



A loan sereentent. as )oo may alreedy know. I. a tailor
made document coverts& or &wino to, all the terms
aid mations of the loan. With it. the lender doss two
thistles; 11) protects position as a creditor (keeps that
putties in as protected a state as it wason the dote the
Ion was made and (11) mums repaymeat accordingto the
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The lodes ream that the borrower's busks's' should
amisle sam0 hells to repay the loan while taking
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Sow should be grest eneesh to do this without hurting
the %whine es/ithl of the borrower.
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mess of the Was of the loam agreeseml.

Os the other hand. positive comments spell out things
which the hemmer wet do. Some emnipies ars (1)
melatonance of a iniakmule net worlds. capital. (S) car
rylig of aims* insueseco.(11) repaying the loss arca,
dial to the terms of die egreament. sad (4) supplying
the Wear with flasocial statements sad reports.

Owe*. however, loam speemew may be amended
from time to time and Inceptions made. Cartels% provi
Wee may be waived from ime year to the next with tho
omelet of the leader.

Ton Cr Nopliele
Nest nine you go to borrow money. thrash out the Ind-
ies Was before you sip. 12 to flood pomace oo meter
how badly you may need the raimey. Ask to see the
papers hi adman of the loss dad* lAgitimate
imam am sled to COOponlio

Chasms me that the Maier may "giee" sow co the
lems. Keep is mied dm that. while you're mulling over
the isms. pa may wain to got the advice of your
asentialee and welds advieore. la short. by to gat
Wins which you know your osingemy can Nee with.
liemember. however. dist am the teem have been
speed ups sod the ism le made lot msthatiami am is
tho owe of SIA). you an bawd bo thew

The lama Application
Nor miaow read Ant **venom aspects of the toad-
ies passe and ere seedy ea apply ter. a loss. Beam

IOW .

and other private lending institutions, u well as the
Small Businus Administration, require a loan applica-
tion on which you list certain information about your
business.

For the imposes of explaining a loan application. this
Aid uses the Small Business Administration's application
tor a loan (SBA Form 4 not included). The SBA form is
more detailed than most bank forms. The bank has the
advantage of prior knowledge of the applicant andhie or
her activiti, ":ince SBA does not have sw.h k nowledge.
its form is n detailed. Moreover, the longer maturities
of SBA loans ordinailly will necessitate more knowledge
about the applicant.

Before you get to the point of Mine out a loan applica-
tion, you should have talked with an SBA repress.
Wive, or perhaps your accountant or banker, to make
MO that your business 111 eligible for an SBA loan.
Because of public policy. SBA cannot make certain
types of loans. Nor can it make loans under certain con-
ditium. For example. If you can gat a loan on
reasonable terms from a bank. $BA cannot lend you
mosey. The ownermanager is also not eligible for an
SBA loan if he or she can get funds by selling
assets which his or her company does not need
In order to grow.

When the SBA representative gives you a loan applica-
tion. you will notice that most of its sections ("Applica-
tion far Loan"--SBA Form 4) are self-explanatory.
However. some applicants have trouble with certain sec-
tions because they do not know where to go to get the
necessary information.

&males S"Oplialaral Offered" is an example. A cool-
passes books should show the net value of assets such
as business reel estate and business machinery and
equipment. "NW means what you paid for such assets
less depseciation.

If an owner-manager's records do not contain detailed
infoemation on business collateral. such as real estate
and machinery and equipment. the bank sometimes can
get It hos your Federal income tax returns. Reviewing
tbe depredation which you have taken for tax purposes
on such colluders! can be helpful in arriving at the value
ad these asselL

If you are a good anew. you should have your books
balanced monthly. However, some businessu prepare
helms Ants leas regularly. la Wino out your
"Wm= Saul as .Fiscal Year Ends

reesseabat that you must show the coodition
of you hoshmies within tiO days of the date on your loan
application. It la bast to pt expert advice when worldng

IS
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up such vftal information. Your accountant or banker
will be able to help you.

Cub WIN

(For three months. ending March 31, 19

Enputed Cask Receipts:

1. Cash sales

2. Collections on accounts receivable

3. Other income

4. Total cash receipts

impeded Cash Payments

S. Raw materials

S. Payroll

7. Other factory expenses (including maintenance)

I. Advertising

9. Selling expense

10. Administrative expense (including salary of owner
manager)

11. New plant and equipment

12. Other payments(taxes. including estimated income
tax: repayment of loans; interest: etc.)

13. Total cash payments

M. Reputed Cash Balance at beginning of the month

IS. Cub increase of decrease (item 4 minus item 13)

M. Expected cash balance at end of month (item 14 plus
item IS)

17. Desired working cash balance

M. Short-term loans needed (item 17 minus item 16. if
item 17 is larger)

19. Cash available for dividends. capital cash expen-
ditures. and/or short investments (item 16 minus item
17. If item 16 is larger than item 17)

Weary February Merck

Oudot Actual Bud et Actual Bud et Actual

Capital Cash:

20. Cash available (item 19 after deducting dividends.
etc.)

21. Desired capital cash (item 11, new plant equipment)

22. L0111140110 1011113 needed (item 21 lees Item 20. if item
20 is lager than item 20)

7 s

. 7, -47);_
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0
ncain, if your records do not show the details necessary

working up profit and loss statements, your Federal
ome tax returns may be useful in getting together

facts for the SBA loan application.

Insurance
SBA also needs information about the kinds of in-
surance a company carries. The owner-manager gives
these facts by listing various insurance policies.

personal Finances
SBA also must know something about the personal
financial condition of the applicant. Among the types of
information are: personal cash position; source of in-
come including salary and personal investments; stocks,
bonds, real estate, and other property owned in the ap-
plicant's own name; personal debts including install-
ment credit payments, life insurance premiums, and so
forth.

Evaluating the Application
Once you have supplied the necessary information, the
next step in the borrowing process is the evaluation of

.

your application. Whether the processing officer is in a
bank or in SBA, the officer considers the same kinds of
things when determining whether to grant or refuse the
loan. The SBA loan processor looks for:

(1) The borrower's debt paying record to suppliers,
banks, home mortgage holders, and other creditors.

(2) The ratio of the borrower's debt to net worth.

(3) The past earnings of the company.

(4) The value and condition of the collateral which the
borrower offers for security.

The SBA loan processor also looks for: (1) the
borrower's management ability, (2) the borrower's
character, and (3) the future prospects of the borrower's
business.

110
Copies of this Aid are available free from sBA. P.O. Box 15434, Fort Worth, TX 78119. Aids may be condensed or reproduced. They may not be
altered to imply approval by SBA of any private organisation, product or service. lf material is reused, credit to SBA will be appreciated.
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Open a Checking Account

ThaikutineALLbsokintiouluni

You need a business checking account to pay the expenses of your business.
It is hnportant to have a good system for paying your bills and recording
your expenses. Besides the business checkbook, you may vant to keep a file
of your unpaid business bills and use the daily cash sheet for keeping
financial records.

It is important for eiery home-based business owner to open a business
checking account. There are three steps involved in using a checking
account.

First: Deposit revenue from the business into the account.

Second: Write checks to pay business expenses.

Thirds Check the monthly bank statement to make sure your
record of deposits and payments agrees with the
bank's reeord; adjust any inconsistencies with the
bank if there is any discrepancy.

Every thme you mmite a business cheek, fill out the checking account record
which is used to recere, deposits and payments. On the check mmite the
date, the name of the person or group receiving payment after the words,
"pay to the order of", ahd the amount of the payment in both numbers and
words. Ybu may vent to make a notation in the space allumed for a mono.
Mbst hmportant, you must put your signature on the check. The following is
an example of a correctly written cheek.

Little Stars Cbmpany
235 South Sky Road
Cur Tem, State 00101 -12ipt 1(9

124R

PAY ID MB (Bea cr Sd) Smil4L) s

ie. atelieb DMus
Happy Valley Bank
Our Tbmn, State 00101

69t1t- INIP" Katt %low)

f ran agsejSatzegnmentshiaLingauttiania

2111.11111111LiniaLUIL2111219 Susan F. Weis and
Kay S. O'Brien, Pennsylvania Department of
Education, Bureau of Vocational Education,
Harrisburg, PA, June, 1983.
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Sample Application for a Checking Account

I ndividuei, Joint Checking 0 Savings 0
AMOUNT DATEACCT

PIIINANT HAMS ILIMIT 35 CHANACTLIIIII
TRUST COOL

SECOHDARv HAMS II.IMIT 35 C

THINO HMOS OP sue.r171.5 (LIMIT 35 CNANACTINsu

RoUTE ILHNIT 315 CHRACTERSI

5.1. OP TAN

oATIC OF 11,(11114

1(013 NAL COOC

CYCLC COOC

Short nom.

Signature

Sianature

Signature

CIrrSrre !LIMIT 25 CHARACTERS ZIP coot A CT Ty S/C COOL

NOLO ST'MT

NOLO AMOUNT

DATE LAST ACTIVE

ACCRUED I.

Another Example

Moat Amber ITO S. Mod le * bethowl

hereby Maier appileallth for msettherthip In end throe le thaterm le the ily-tenra at thy
staandenents theme In the

Miner MON
thembenhip )(lier. Am Ns. et
BUilbiUty WTax ent. N.

aerreith
C.mitsW
Address:

DWI el Mob *e!rwwirisIeldeollins ware4

Tenthrlik
:::Erps4

Ham

nth seellesales asemed S. dan iamb with
) Mord gem. Cmonwe I I Meaborehth Mew

themes etherwtheo mother thelirenwo

40 Silo Ono

Ms Two

JOINT SHARE ACCOUNT AGIREEMENT
NOT TRANSFERABLE

Credit UnionI. him, mithoflusI to newer any el S. althatures subeenbed hereto ln the
et tuna or the transaction ea seth business ler this remit. The Joint owners of PZInr:
meth hereby three with each ether and with mid Cement Union that an sums now paidla en &wen et *esteem or Wean* said la an shares by any or ell et said joint ownersbe SAW melt as soh PINIt maws with all somnulethens thereon. ore and shall be ownedby Yam

of Rangy, with right at wavieenith and be Mint I. the withdrawal we rental etsolhow. and gement Os any of them er the seretver er survivors shall be valid Nthand credit Union Met any liebility bir anis payment.
gay.er ell of thid feint Wawa twil piadet rat or ear pert or the dares la this mouthas wilithieth sethotth le Nan or leans.
The Wald or wheats et the credit union under this athement shall nth beer try wit owning. or any et Ibsen eacept by written Mk* I. said ereeillm4=whkit shall net Welt tranantions themes* made.

AM Amount the Date le
See. fee. No. Mat Owners. DM et Birth

sacra loot Omer Muth thin

elth- Penn ICU 150-113 flew. thie ; : 11114

f3.7 -



Goal 6.0 To understand recordkeeping

Competencies:

6.1 Keep effective business records

6.2 Keep records for tax purposes

6.3 Cblleet local sales taxes

6.4 Pay social security taxes

6.5 Cbmpute 1040 and Schedule C
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Keep Effective Records

Laping good records helps you successfully menage your business. Even
though it may seen like a lot of work, you must keep records of your
business expenses and income on a daily, weekly, lonthly, quarterly and
yearly basis.

Information provided by good records includes:

An accurate, current assessment

- -of sales

- -of operating costs
- -of fixed costs

--of variable costs
- -of inventory levels
- -of credit totals

Etta to assess growth

- -compared to previous year(s)
- -compared to goals

A basis for comparing the performance of your business with the
performance of similar businesses

Etta for financial statements for investors and creditors

Information to prepare and substantiate

- -tax returns

--government reports

Cbntrol method

- -for stock levels

- -for inventory

franamantregtaneuralgaLjnaungtiona

Egalnaaa_floaAbe_ligma, Susan F. Weds and
Kay S. O'Brien, Pennsylvania Department of
Education, HUreau of Vbcational Education,
Harrisburg, FA, lune, 1963.



Plan For The Future

Information on future business needs can be obtained hams

Edrectory of Business, Trade and Public Organization
Office of Advocacy
Washington, DC
(202) 859-6533

Secure Information to Keep Current

Secure trade publications that are related to a particular area.
Information and addresses can be obtained fram related magazines and trade
journals. Cbntact local wholesale companies and businesses.

Write Sales Receipts

Sales receipts are available fran local business supply stores, New England
Business Supply and Drawing Board, Dallas, IX.

Complete Purchase Orders

ThLintehanst_OrsisL

The purchase order is used to order goods fram suppliers. The order form
must supply same necessary information:

name and address of the supplier
name and address of the purchaser's business
purchase order number and date
required delivery date
delivery method
quality, quantity and description of units or items
cost of each unit
subtotal eost of *each category oy of units
freight
total cost of entire order

f ran Licionittreateneattihthlinatauctignal
meterials itI ajazzatjan_Lcajtin
avamullmmulkjuman, susan F. Weis and
Kay S. O'Brien, Pennsylvania Department of

________Edueation,Burau_of_YucationaLiducationt
Barr isburg, Pk% June, 1983.
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Sample of Purchase Order Form

PlEaRSE CRDER

Pram
.
ff7auj 1noon Ette: Fda 1, lq8b

LA le Rano Cp. Purchase Order No.: las
Ship lb: Gtittianktt. iNAA Required Del i very Date : kb IS Ifilib

Via: \LS. Paktiiii,c763 S. Stli bast Ship

Quantity thit Description Unit Cbst 'Ibtal Cbst

200 dozen dried f1ozers 1.20 240.00

100 dozen potpourri .90 90.00

4

.
.; .

,

,

[

Signature: efetioVnAd AIM

Subtotal
Tax (6%)
Ibtal

330.00
19.80

;49.80

fia:

7 8
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Recordkeeping Systems - Small Store and Trade Service
U.S. Small Business Administration

soon can 1 anticipate realizing a return on my accounts re-
ceivable?

This Small Business Bibliography, No. 15 Recordkeepkg
SystemsSmall Store and Service Trade. is a revision and
replaces ail previous editions. The systems are listed in
two sections: "Systems Designed for Use in any Retail or
Service Establishments" and "Systems Designed for Use in
Specific: Retail and Service Trades." Publishers and others
may submit to SBA infurmation about new systems in this
field and changes in listings presently included, for
consideration when this Bibliography is again revised or
reprinted. The author of the introductory article, Nathan
H. Olshan. CPA, is a partner of Olshan & Miran, Certified
Public Accountants in Washington, D.C. Systems listings
for this Bibliography were prepared by staff me vs of
the Support Services Section.

Recordkeeping

This publication contains a list and brief description of
recordkeeping systems which can be used by operators of
small retail and service trade establishments. It is intended
primarily for proprietors of very small businesses who are
interested in obtaining a set of records which can be
maintained by persons with little or no experience or
training in bookkeeping or accounting. The systems listed
can be kept by the small business owner or by an employee
with ordinary clerical ability. It would be advisable,
however, to thoroughly understand the system before
undertaking to maintain it. This can be accomplished by
having an accountant review and teach the system to the
one who will maintain it.

The Importance of Recordkeeping
For the individual just going into business, experience
clearly indicates that an adequate recordkeeping system
helps increase the chances of survival and reduces the
probability of early failure. Similarly, for the established
business owner. it has been clearly demonstrated that a
good recordkeeping system increases the chances of
staying in business and of earning large profits.

How do accounting records decrease the chances of failure
and increase the likelihood of staying in business and of
earning larger profits?

This can best be answered by listing some of the
information a simple but adequate system of records can
furnish:

How mul business (cash and credit) am I doing? How
much is tied up in receivables?

-HOW-are-my-callections?-What-are-my-losses-from-credit-
sales? Who owes me money? Who IS delinquent? Should I
continue to extend credit to delinquent accounts? How

79

How much cash do I have on hand and in the hank? Does
this amount agree with what records tell me I should have.
or is there a shortage? How much is my investment in
merchandise? How often do I turn over my inventory?
Have I allowed my inventory to become obsolete?

How much merchandise did I take out of my store tor
personal or family use which affects my gross profit calcu-
lations?

How much do I Owe my suppliers and other creditors?
Have I received all of my outstanding credits tor returned
merchandise?

Flow much gross profit (margin) did I earn?

What were my expenses. including those not requiring
cash outlays?

What is my weekly payroll? Do I have adequate payroll
records to meet the requirements of Workers (:ompen-
sation. Wage Hour Laws. Social Security. t lawn ploymmit
Insurance and Withholding taxes?

How much net profit did I earn (and how much resultant
income taxes will I owe)?

What is my capital: that is. of my total assets. how much
would be left for me after paying my creditors in full?

Are my sales. expenses. profits, and capital showing
improvement or did I do better last year than this? How do
I stand as compared with two periods ago? Is my position
about the same. improving, or deteriorating?

On what lines of goods or in what departments am I
making a profit. breaking even, or losing money?

Am I taking full advantage of cash discounts for prompt
payments? How do my discounts taken compare with my
discounts lost?

How do the financial facts of my business compare with
those of similar businesses?

Recordkeeping and Sound Management
Whao4he-buMnass-ewner-can-answer-thesoand-sirnita
questions it is known whether something is wrong, and, if
so, what has caused unfavorable conditions. By knowing



that sales declines or sales of unprofitable items. slow
collections. overinvestment in inventory, or that rising
expenses are trouble areas. corrective action can be taken
that will do the most good. By spotting these trouble areas
promptly, correction can be attempted before serious or
permanent damage is done.

It is practically impossible to negotiate for a business loan
from a bank without properly prepared financial
statements. It may even be difficult to secure credit in any
form without statements. Bankers and other credit grantors
need to study the business owner's balance sheet and
income statement in order to decide whether credit should
be extended. Sometimes audited financial statements are
required; the recordkeeping system must provide the basis
for these statements.

Government Requirements
Probably equally as important as the management and
c:redit importance of financial statements. is the
requirement by Federal and local Government agencies for
adequate records. The responsibility for maintaining
records and proving their accuracy falls on the taxpayer.
Federal and local income taxes. payroll taxes, sales taxes,
personal property taxes, and an increasing number of other
laws and regulations require certain reports which are
easier to prepare and substantiate if the figures are
organized by a good recordkeeping system.

Records backing up Government requirements must be
available during the audit period. Record retention will
depend upon tne Statute of Limitations set forth by local
and Federal law. It is important to consult an attorney as to
the requirements of governing statutes. Because of the
cumulative volume of required records, storage and
retrieval can become burdensome. Many business owners
are microfilming their old records, and microfilming
service centers are being called on to solve this problem.

Types of Recordkeeping Systems
A number of "one-book" recordkeeping systems are
available. Some are prepared with instructions and forms
designed for specific kinds of business; while others are for
small business use in general. In addition to
the systems listed below, some trade associations.
manufacturers, and wholesalers offer specially designed
recordkeeping systems to their dealer customers. These
systems, as well as the ones listed in this publication, are
prepared to meet the general recordkeeping needs of a
large variety of retail and service trade establishments.
The owner of a business will often find it desirable to
obtain specialized assistance to help adapt such systems
to special requirements.

accountants. These professionals are listed under
appropriate headings in the yellow pages of any local
telephone directory For complete listings, you may
request membership rosters from the American Institute of
Certified Public Accountants, 1211 Ave. of the Americas,
New York, N.Y. 10036 and National Society of Public
Accountants, 1010 North Fairfax Street, Alexandria, VA
22314. Phone (703) 549-6400.

Public accountants also render many accounting services,
such as auditing preparation of reports for Government
agencies, tax planning, analysis of financial reports. and a
variety of specialized management advisory services.

U.S. Small Business Administration
Publications
Many of SBA's management publications discuss the
necessity for keeping adequate records and the services
available from public accountants. Most of these
publications are slanted toward a certain phase of business
operation or a specific kind of small business.

Listings of currently available publications may be requested from SBA.
P.O. Box 15434. Ft. Worth, TX 76119. Ask for list 115A Free Publications
and 1158 For-Sale Publications.

Examples of relevant publications include:

Accounting Services for Small Service Firms (MA 1.010)
Keeping Records in Small Business (MA 1.017)
Association Services for Small Business (MA 7.002)
Free. Listed in 115A.

A Hondbook of Small Business Finonce. Small Business Management
Series No. 15. For sale. 115B.

Financial Recordkeeping for Smoll Stores. Small Business Management
Series No. 32. For sale. 115B.

The Role of Public Accountants
The installation of accounting systems and the preparation
of tax returns is a service commonly rendered by public

BO
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Keep Records For Tax Considerations

Mx Qua iderat ices

(king...your jiamiumiLagginaiijkaanal

If you use your hame as the location for your business, you are allowed to
charge a pro-rated amount of the costs for operating and maintaining your
home as a legitimate business expense.

lb take a deduction for using part of your hame in business, that part must
be used "exclusively" and "regularly"

As your principal place of business. Factors to consider in deciding
if your home is your principal place of business include the total
time you regularly spend doinv rur work there, the degree of your
business activity there, and ttit relative amount of income you get
from doing business at home.

As a place where you meet or doel lidth your patients, clients, and
customers in the normal course of ycAr trade or business, even though
you may carry on business fin another hocation, or

In connection with your trade or bwiness, if you are using a separate
structure that is not attached to your house or residence, such as a
gargage, barn or, studio. This structure does not have to be your
principal place of business or tue place where you meet clients,
customers, or patients.

You must keep records that provide infozmation needed to figure your tax
deductions. You should keep all evidence of expenses paid on your home.
You must be able to show the part of your home used for the business, that
you use it exclusively and/or regularly, and the amount of depreciation and
other expenses for keeping up your business.

"Exclusive use" means that you must use a specific part of your home only
for the purpose of carrying out your trade or business. If you use part of
your hame as your business office and also use it for personal purposes,
you do not met the extlusiVe use test.

"Regular use" means that you use the exclusive business part of your home
on a continuing basis. lhe oecasionsl or incidential business use of a
part of your home does not meet the regular use test even if that part of
your home is used for no other purpose.
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TWo exceptions to the exclusive use test are: the use of part of your home
for the storage of inventory, and the use of part of your home as a day
care facility. However, you must regularly use a part of your home for
these purposes.

Storage of Inventory

You may dluct expenses if you meet the following IBS tests:

The inventory must br kept for use in your trade or business.

Your *rade or business must be wholesale or retail selling of
products.

Your hone must be the only fixed location of your trade or
business.

The storage space must be used on a regular basis.

The space used must be separately identifiable space suitable for
storage.

ray Care

Ybu nay deduct expenses if you meet the following IRS tests:

You must be in the trade or business of providing day care for
children, for persons 65 or older, or for persons who are
physically or mentally unable to care for themselves, and

You must have applied for, been granted, or be exempt from having
a license, certification, registration, or approval as a day care
center or as a fanily or group day care hone under any applicable
state laws.
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Eiguinglliage_ALIbLikon

Same of the etpenses of operating your business from your hame are figured
on the area-usage basist and others are figured eCt the time-usage basis.

AreiLikals.

Edvide the area used for business by the total area of your home.

For example, if 120 square feet is the total area of your hame that is used
for the business, and 1,200 square feet equals the total area of your hame,
then ten percent of your home is used by the business:

sq. ft. = 10%
1,200 sq. ft.

The percentage rate you get after you divide the area of your business by
the area of your home is mhat you use to figure your business expenditure
deductions.

ThntammULUL

Cbapare the total thme you use the business area to the total time that
particular business area of your home can be used for all purposes. This
can be comuted by either comparing the number of hours the space is used
for business purposes in a week (168), or you uay ccmpare the hours of
business use for the tax year mith the number of hours in your tax year
(8,760).

For example, you use your basement to care for children on an average of 8
hours a day, 5 days a meek. Ibring the other 16 hours, the family can use
the basement. Euring the year, you use your basement as a day care
facility for a total of 2,000 hours (251 days x 8 hours). The basement can
be used 8,760 hours, (24 hours x 365 days) during the year. Only 22.92
percent (2,000 divided by 8,760) of the expenses of: mar basement are
business expenses. You uey deduct 22.92 percent of aoy Orect expenses for
the basement. Ebwever, only 22.92 percent of the base en- part of your
indirect expenses are business empenses. If the basemr it is 25 percent of
the total area of your home, you may deduct 5.73 percen. (22.92:Sof 25%) of
your indirect expenses.

Eby care facilities trust figure their deductions using the time usage
basis.
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Bualneu..EspenmAdiudissa

There is one overriding rule on haze business expenses: year total
deduction for business use of your hone cannot be more than the gross
incane you derive fran the business use of your home. In other words, you
may not have a loss resulting fran the business use of your hane.

1. Edrect Expenses

Expenses directly related to the business use of your hone are fully
deductible, unless it is used for day care services or for same other
less-than-exclusive use.

2. Indirect Expenies'

Ekpenses you have for keeping up and running your entire haze,
benefiting both the business and personal parts of your hone, are
indirect expenses. Usually, real estate taxes, mortgage interest,
casualty losses, rent, utilities and services, insurance, and repairs
are indirect expenses. The business part of these expenses is
deductible.

Indireet expense deductions are figured by multiplying indirect
expenses by the percentage of your hone used for the business.

Example: Utilities = $9,990 per year,
and you use 10X of your bane for business.
$6,000 x 10% = $600

Six hundred dollars is the allowable business deduction.

3. Etpreeiation

Depreciation is another indirect expense but it is handled differently.
Capital expenditures and depreciation may be figured in different
ways.

Accelerated Cbst EAcovery System (ACES)

For any property placed in use after 1980, you must use the S.
Using ACES, tangible property is depreciated using three-year,
five-year, ten-year, or fifteen-year recovery periods, depending on the
type of property being depreciated. Hanes fall into the ten-year or
fifteen-year class, and most other business assets used will fall into
the three or five-year clastes.

The deduction is figured by multiplying your "unadjusted basis" in the
property by a specified percentage. (The "unadjusted basis" is
basically your initial cost zdth no adjustment for depreciation.) The
percentage varies fro:year to year during the recovery period. Mere
are also cptions to take longer recovery periods under an alternate
ACM method. For further details obtain a copy of ERB publication 587,
"Business Use of Your Home" by calling 1-800-542-7890.
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Straight Line Depreciation

If you purchased your hame before 1980, you will mnmally use straight
line depreciation. Ibis is figured by multiplying the lesser of the
"adjusted basis" of your home or its fair market value at the thme you
ehange it to business use (excluding land value), by the part used for
business, then dividing by its useful life.

lb figure the "adjusted basis" at the time you change your home to
business use, you add your original costs, plus any capital
hmprovaments, and subtract any deductions you may have elahned on the
home. You must deduct the cost or value of the land, because land is
not depreciable.

Example: You bought a hame for $55,000 with land valued at $10,000.
You use 10 percent of your hone for business and estimate that the
useful life of your home is 30 years. Your business depreciation is
$150 per year.

(55,000 - 10,000) x mai = $150
30

NOME: If you sell your lune after taking a business deduction on the
depreciation, you must recognise any capital gain or loss on that
business portion ryiardless of uhether you buy another hone or not.

Tax booklets are available frau the LRS toll free Zenith 3700.

iron Inessin
lashloston State, lashington State Office
of Small BUsiness, 101 General
Adednistration Building, Olympia, WA 98504,
Nay, 1985.
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Collect Local Sales Taxes

Cbntact your local, city or town government concerning any local sales tax
and a sales tax number.

Pay Social Security Taxes

Cbntact the IRS for information booklets. Tbll free Zenith 3700.

Complete Personal Income Tax Forms

W-4 and W-2 forms are available fran the IRS. Thu free Zenith 3700.
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11040
DopettMont of the TreasuryMem& Rovenue Wyk. re,\ al
U.S.,IndMdual Income Tax Return ll&j00 I (0)

fa the yeerJanueri 1.0aeomber 3141901 er other tee seer beginning . 1985. omen , 19 I OMB No. 1545-0074

the
IRS
labeL
Other.
who.
please
Pint
or type.

Your first name and Initial (If feint return, also sive spouse's name and initial) Last name

John & Nary Dough
Your social security number

YYY YY YYYY
Present home address (ownber and street, Inefuding apartment number, or rural route)

2245 Fl our Street
City, town or poet office. stet% and ZIP code

Loaf, Alaska 99XXX

spouse's sodel semi* numbiw

ZU zz Inn
WaroccumWm paker=5e1T-EmprOyed
spousesompeom Hot Cookie

Posidential Do you want 81 to go to this fund?
WIN WINO If 10int return, does your spouse want $1 to go to this fund?.

Filing Status

Check only
om box.

1

2
3
4

Single

Married filingjoint return (even if only one had income)

Married filing separate rehire. Eater spoess's social mildly no. above and full lame here.

Mud of household (with quelifYing Person). (Sin Pegs 5 of Instructions.) If the quelifYingperson is your unmarried child
but not your dependent, write child's name here

5 Qualifying widur(er) with ciejsendent child (year spouse died 1019

fu X Yourself _ 65 or over
Exemptions SIXanor- _ 65 or over

e First names of your dependent children who lived with you

HIslrd_toa
Yes No

Chocking "Yes" wilt
not change your tax or
reduce your refund.

I For Privets Act and Paperwork Reduction Act Notice, see Instructions.

Always check
the box labeled
Yourself.
Check other
boxes if they
apply.

Income
Please attach
Copy B of your
Forms W-2, W-2G,
and IN-2P here.

If you do not have
a W.2, see
page 4 of
Instructions.

Please
attach check
or money
order here.

). Pells 6 of Instructions.)

Blind

Blind

d First names of your dependent children who did not live with you (see page 6).
Of Pro-1985 agreement, cheek hem 10.0

Other dependents:
(0 Noes a) Rebtiosskip

(3) Nabs el
node Nese
le seer kens

(4) Diddepment
hoe imams ef

$E00 et Irani

CB Ma pas Wades
we We wort a
dowden's sefoent

) Eater amber of
) bons docked

oe da and b

IEater lumber
of ailing
listed ea Se

IEnter number
of caldron
listed on6d Ell

.

ri

f Total number of exemptions claimed a(bo complete line 36)

7 Wages, salaries, tips. tte. (Attach Form(s) W-2.)
8 Interest income (also attach Schedule B If over $400)

9s Dividends (also attach Schedule ft if over $400)

e Subtract line 9b from line 9a and enter the result

10 Taxable refunds of state and local income tura, if any, from the worksheet on page 9 of Instructions
11 Alimony received

12 Business iricome or (loss)(efach Schedule
13 Capital gain or (loss)8160 Schedule 0)

14 4016 of capital pin dillelbutions not reported on line 13 (see page 9 of Instructions)
15 Other pins or (Iases) (Mach Form 4797)
16 Fully taxable Pensions, IRA distributions, and annuities not reported on line 17 (see page 9)
17a Other pensions and annuities, including rollovers. Total received I 1M I

b Taxable amount; if any, from the worksheet on pap 10 of Instructions
18 Rents, rojelties, partnerships, estates, trusts, etc. (attach Schedule E)

19 Farm income or (loss) (attach Schedule F)

201 Unemployment compensation(Insumnce). Total received 204 I

b Taubleamount, if any, from the worksheet on page 10 of Instructions

21a Social security benefits (see page 10). Total received I 21a I

b Taxable amount, if any, from worksheet on page 11. { Tali=

22 Other income (list lips and aleeedsee pale 11 d lastriana3)
Alaska Permanent Fund Dividend

9b Exclusion

Eater umber
ol Oar
Oceedatts

Add avabors
altered ie
Nees above

10

11

12

13

14

15

16

51111350 00 1

23 Add lines 7 th 22. This is rtotalkiconis

Adjustments
to Income

(See
Instructions
on page 11.)

Adjusted
, §rots Income

24 Moving expense (attach Form 3903 or 3903F)
25 Employee business wmensos (attach Fenn 2106)

26 IRA deductiOn, from the worksheet on page 12

27 Keogh retirement Pion deduction

28 Penalty on udy withdrawal of savinp

25 NOP* OBI (MOWS bat fume and

,odalacefllyai I I

32 Subtract line 31 from Min:This is yourWeasted gross Maims. If this line is less then

30 DeduCtion fore marriettcouple when both Work (*ad rktrodubire
31 Add lines24 throtiah 30: Theater, your total odIuitments

atarkid, eldfd UO8 with. 4 'see Vented Income Credit'. (line 59) on prp 16 of
Ausot18411 tAwsee am! 1, Istardions I. 32

24

21b

22 2,000 00
23 53,0ou Uu

25
26
27

2250 'DO

2 250 00

.50,750 00



Form 1040 (1915)

Tax
Campy-
Mien

(See
Instructions

33 Amount from line 32 (adjusted gross income)

ma If you itemize, attach Schedule A (Form 1040) and enter the amount
Coatis*: If you have %Dimmed income and can be claimed as
return, check here I...1 and see pegs 13 of Instructions. Also
filings separate return and your spouse itemizes deductions, or you

b If you do not itemize but you made charitable contributions, enter
your cash contributions here. (If you gave $3,000 or more to any

from
a dependent
see page

are a

Schedule A, line 26 .
on your parents.'

13 if you are married
dual-status alien.

5017 58 On

on pap 13.) one orpniuMon, see pap 14 ) 34b 50 0
. .

e Enter your noncash contributions Dee atrotaffach Fear HU Now $501) 34c
4 Add lines 34b and 34c. Enter the iota' 34d, 50 0

Divide the amount on line 34d by 2. Enter the result here 34. 25
35 Subtract line 34a or line 34e, *tic:hoer applies, from line 33 35 50 ,725 0
36 Multiply $1,040 by the total number of egemptions claimgd on line 6f (see page 14) 36 2 ,080 0
37 Taxable Income. Subtract line 36 from line 35. Enter the result (but not less than zero) 37 48 ,645 0
3g Enter tax here. Check if from IM Tax Table, Tax Rate Schedule X, V, or Z, or Schedule G 36 12,744 0
39 Additional tans. (See page 14 of Instructions.) Enter here and check if from Form 4970,

Form 4972, or Form 5544 39

40 Add lines 38 and 39. Enter the total 40 12,744 0
41 Credit for child and dependent care expenses (attach Form 2441) 41

Credits 42 Credit for the elderly and the permanently and totally disabled

(See
instructions

(attach Schoch* R)
43 Residential energy credit (attach Form 5695)

42
43

°^ Page 141 44 Partial credit for political contributions for which you have receipts

45 Add lines 41 through 44. These are your total personal credits

46 Subtract line 45 from line 40. Enter the result (but not less than zero) 12 ,744 00
47 Foreign tax credit (attach Form 1116)

4$ General business credit. Check if from 1 Forfli 3800,
3,000 00Form 3468, P . Form 5884, Form 6478

49 Add lines 47 and 48. These are your total business and other credits 49 3,000 00
50 Subtract line 49 from line 46. Enter the result (but not less than zero) p. 50 9,744 00
51 Self-employment tax (attach Schedule SE) 51 3,039 40

Other 52 Alternative minimam tax (attach Form 6251) 52
T2382 53 Tax from recapture of investment credit (attach Form 4255) 53

(Includi ng 54 Social security tax on tip income not reported to employer (attach Form 4137) 54

Advance EIC 55 Tax on an IRA (attach Form 5329) 55
Payments) 56 Add lines 50 through 55. This is your total tax se 12,783 40

57 Federal income tax withheld 57
Paymenb 58 1985 estimated tax payments and amount applied from 1984 retum 51 12,000 00

Attach F orms
W-2, W-2G.
and W-2P
to ftont.

59 Earned income credit (see page 16)

60 Amount paid with Form 4868
61 Excess social security tax and RRTA tax withheld (two or more

employers)

59
60

61

_

62 Credit for Federal tax on gasoline and special fuels (ettark fern I1X) 62
63 Regulated Inmetment Company credit (attach Form 2439) . . 63
64 Add lings 57 through 63. These are your total payments 64 12,000 00
65 If line 64 is larger than line 56, enter amount OVERPAID es

.

R._efund of 66 Amount of line 65 to be REFUNDED TO YOU "
67 Amount of line 65 to be applied to your 1986 estimatiod tax . b UZI, Iu/9999m____11t

IOU UWO 68 If line 56 is larger than Nne 64, enter lUAOUNT YOU OWE. Attach check or money ORIN for fuN amount

payable to "Internsl Reventie Semite." Write your social security number and "1985 Form 1040" on it . . b 783 40
Check 0 if Form 2210 (2210F) is attached. Snow 17. Pewits $ I

Please
Sign
Here

Under penalties of perjury, I declare that I We examined this return and accompanying schedules and statements, and to the bast of my knowledge and
belief, they are true, correct, and complete. Deciemtion of primary (other then twpsyer) is based on aN informsticm of which prom hes any knowledge.

Your signature

paid s*neturs
Pmamesr

Preparaes Firm's nem. (or
NI Oily yours, If sedimployed)

end oaken

Spouse's signstum (If Ninepin*, DOM must sign)

Check if
aelfimploved

ZIP code

Preparer's social security no.

* U.S. 1101INUMINT FIMI1110 011,141 11111-4113471 II 14411110
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SCHEDULE C
(Form 1040)

Department 01 the Treasury
Internal Revenue Service (0)

Profit or (Loss) From Business or Profession
(Sole Proprietorship)

Partnerships, Joint Ventures, etc., Must FII Form 1065.
IA. Attach to Form 1040 or Form 1041. See Instructions for Schedule C (Form 1040).

OMB No. 1545.0074

Name of proprietor

John Dough

1 0.8 5
Soda murky number

YYY YY YYYY
A Principal business or profession, including product or service (see Instructions

Bakery -- Bread
It Principal business code from page 2

C Business name and address leo John's Bakery
2245 Flour Street, loaf. Alaska

E Method(s) used to value closing inventory:

(1) 0 Cost (2) III Lower of cost or market
Accounting method: (1) SI Cash (2) 0 Accrual

99XXX

(3) 0 Other (attach explanation)

(3) 0 Othr (400cifY)

0 Employer ID number

X IX XIX I XIX

Was there any change in determining quantities, costs, or valuations between opening and closing inventory?

If "Yes," attach explanation.
deduct expenses for an office in your horns?

Income

1 a Gross receipts or sales

b Less: Returns and allowances

c Subtract line lb from line la and enter the balance here

2 Cost of goods sold and/or operations (from part III, line 8)

3 Subtract line 2 from line lc and enter the gross profit here
4 a Winofall Profit Tax Credit or Refund received in 1985 (see Instructions)

b Other income
5 Add lines 3. 4a. and 4b. This is the gross Income

DeductionsPdrt II

la

//' V//7/0/

166,900 00
lb 578 00
lc
2

166.322
42,500

00
00

123.822 00

4b

5 123.822 00

6 Advertising

7 Bad debts from sales or services (Cash

method taxpayers, see Instructions)

8 Bank -ervice charges

9 Car and truck expenses

10 Commissions

11 Depletion

12 Depreciation and section 179 deduction

from Form 4562 (not included in Part III

below)

13 Dues and publications

14 Employee benefit programs

15 Freight (not included in Part III below)

16 Insurance

17 Laundry and cleaning .

18 Legal and professional services

19 Mortgage interest paid to financial

institutions (see instructions)

20 Office expense
gl Other interest . . . . . . . ,

250 00 22 Pension and profitsharing

23 Rent on business

24 Repairs

25 Supplies (not included
26 Taxes (Do not

Profit Tax here. See

27 Travel and entertainment

2$ Utilities and telephone

29 a Wages . .

Jobs credit

c Subtract line 29b
30 Windfall Profit Tax

31 Other expenses (specify):
a

b

c

d

f
8

plans . .

property .

in Part III below)

include Windfall
line 30.) . . .

.

15,000100

9,600 00
200 00

72 00 500 00
800 00

800 00

5,000 00b
,/,';

/

6 250
7, zb.

,,

15,000

00
'',,

00
I

200 00 from 29a
withheld in 19851,200 00

10,000 00
6,000 00
4,000 00
4,000 00

12,000 00
WO 00

32 Add amounts in columns for lines 6 through 31g. These are thelotal deductions Ilo 32 75,972 00
33 Net profit or (loss). Subtract line 32 from line 5 and enter the result. If a prOfit, enter on Form 1040, line 12,

and on Schedule SE, Part I, line 2 (or Form 1041, line 5). If a lossiyou MUST go on to line 34 33 47,850 00
34 If you have a loss, you MUST answer this question: "Do you have amounts for which you are not at risk in this business(see Instructions)?" Yes No

If "Yes," you MUST attach Form 6198. If "No," enter the loss on Form 1040, line 12, and on Schedule SE, Part I, line 2(or Form 1041, line 5).
Pdrt III Cost of G00115 Sold and/or Operations (See Schedule C Instructions for Part III
1 Inventory at beginning of year (if different from last year's closing inventory, attach explanation)

2 Purchases less cost of items withdrawn for personal use

3 Cost of labor (do not include salary paid to yourself)

4 Materials and supplies

5 Other costs
6 Add lines 1 through 5

7 Less: Inventory at end of year

8 Cost of goods sold and or o rations. Subtract line 7 from line 6. En er here and in Part I line 2 above.
For paperwork gliocmon,A51.Notiff,

1. 02
/ I_ I

1 6.000 00
2 42.000 00
3
4

5

6

7

a

48,000
5,500

42.500

00
90
00

- Schedule C (Form 1040) 1985
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Schedure C (Form 1040) 1985

Codu for Principal Susinoss or Professional Activity

Review the major business categories listed in Step 1 and find the
one which best describes your type of business or professional
activity. The appropriate category will direct you to specific activity

ft.. 2
codes in Step 2. Select the activity code that identifies the business
or profession that is the principal source of your sdes or receipts.
Enter this 4 digit code on line B on jusge 1 of Schedule C. (Note: If
your principal source of income is from farming activities, you
should flie Schedule F (Form 1040), Farm Income and Expenses.)

Step 1

Maier Business Categodes

Production (construction, menufacturing mining). including
custom or contract production services

Agncultural services (excluding lIMOna forestry, and fishing .

Wholesale tradeselling goods you de not produce to
businesses and mstitutions, including sales to professional
practices and for farm production

Retail tradeselling goods you de net produce to individuals andhouseholds ...... . . .....
Serving food or dnnk
Real estate, insurance, finance, and rotated services

Transportation, communications, public utilities, and related
services

Providing personal, professional, and business services not
included m the above categories

gee Speclik
Activity
step

A

Step 2
Production (including

A Custom or Contract
Production Services)

Code

Construction and building trades
0018 Operative builders (building for own

account)

General contractors
Residential building
Nonresidentiel budding
Highway and street construction
Other heavy constructron (pipe
laying, bridge construction, etc.),

Building trade contractors.
Including repairs

0232 Plumbing, heating, air onditioning
0257 Painting, paper hanging, decorating
0273 Electrical work
0299 Masonry, plasterem stone, tile
0414 Carpentering and ftorag
0430 Roofing and sheet metal work
0455 Concrete work
0471 Water well drilling
0885 Other building trade contractors

(excavation, demolition, etc.)

Manufacturing Including printing
and publishing

0612 Bakeries selling at retail
0638 Other food prWucts and beverages
0653 Textile mill products
0679 Apparel and other textile products
0695 Leather, footware, handbags, etc.
0810 Furniture and fixtures
0836 Lumber and other wood products
0851 Printing and publishing
0877 Paper and allied products
0893 Chemicals and alimd products
1016 Rubber and plastics products
1032 Stone. clay, and glass Products
1057 Primary metal industries
1073 Fabricated metal products
1099 Machinery and machine shops
1115 Electric and electronic equipment
1313 Transportation equipment
1339 instruments and related products
1883 Other manufacturing industries

Mining and mineral extraction
1511 Metal mining
1537 Coal mining
1552 Oil and gas
1719 Quarrying and nonmetallic mining

0034
0059
0075
3889

Code

2238 FerestrY011oollt

2279 Mg hunting, and trapping

Wholesale Tradetielling
Goods to Other

w Businesses, Government,
or Institutions, etc.
thimble pees. WWII.
machineetemdpeaPt. weed.
meats.

2618 Selling for your own account
2634 Agent Of broker for other gnus--

mom then 50% of gross sales on
COMOISSONI

%%Wong% pods, _Inchellng
feed, ghee, dienicals. ete.

2659 Selling for put own account
2675 Agent or Wolof lor other firms

more than 50% of gross sales on
, commission

Cc*
4317 Other homalumishing stores

(china, floor coverings, drapes,
etc.)

4333 Music and record stores

4416
4432
4457
4473

g elding, herdware, and prden
K m*
B uilding materials dealers
Paint, gass, and wallpaper stores
Herdware stores
Nurseries and garden supply stores

Wier MP stens
4614 Used men:handle* and antique

stores .
OK novelty. and souvenir shops
Florists
Jaw** stores
SportincideaLods and bicycle shops

Hobby, toy, and pme shops
Camera and phoM supply stores
Optical goods awes
Merman:. Nether goods stores

Including newsstands
Stationery stores
Fabric and nsedlework stores
Mobile home design
Full dealers (siiand gasoline)
Othw retail stores

4630
4655
4671
4697
4812
4838
4853
4879
4895
5017
5033
5058
5074
5090
5884

Code

Agricultural Services,
Forestry, and Fishing

1917 Soil preparation services
1933 Crop services
1958 Veterinary services, including Polo
1974 Livestock breeding
1990 Other animal services
2113 Farm labor and management

2212 : HOrtieultUre and landsosPille

Retail TradeSelling
D Goods to Individuals

and Households
3012 Selling door4adoor, by

telephone or party plan, or from
mobile unit

3038 Cataloger mall order
3053 Vending machine selling

WM* From Store,
Showroom, or Other Fixed
Location
Food. beverages, and drugs

3079 Eating places (meals Or sleds)
3095 DrinNig pieces (alcoholic

3210
gesbevera)

Grocery stores (general line)
0612 . Bakeries selling at retail
3236 Other food stores (meet, produce,

candy, etc.)
3251 Liquor stores
3277 Drug stores

Automotive and service Wallas
3319 New car dealers (franchised)
3335 Used car dealers
3517 Other automotive dealers

Onotorcycles, recreational vehides,
etc.)

3533 T_Ims, secessocies, and pads
3558 Gasoline service stations

General merchandise, apparel,
and furniture

3715 Variety stores
3731 Other general merchandise stores
3756 Shoe stores
3772 Mem' and boys' clothing stems
3913 Wornens' niMydourew stores
3939 Family dothkg stores
3954 Other spear% and accsesery stores
3970 Furniture stores
3996 Mouttio. Ind electronics
4119 -Household appliance %ores

'c

Real Estate,
Insurance, Finance,
and Related Services

5512 Reel estate agents and monitors
5538 Operators and lessors of buildings

5553
et=stdevelopers)

and News of other real

5710
1=Irsexcept developers)

and developers, except
cemeteries

5736 Insurance agents and services
5751 Security and commodity brokers,

dealers and inmstment SWVICOS
5777 Other real estate, insurance, and

firancial activities

Transportation,
Communications, Public
Utilities, and Related
Services

6114 Taxicabs
6312 Bus and limousine transportation
6338 Trucking (except trash collection)
6510 Trash collection without own dump
6836 Public warehousing
6551 Water transprtation
6619 Air Weinporation
6635 Tfrlel spats and tour operators
6650 Other transportation and related

services
6676 Communication services
6692 Utilities, including dumps,

snowplowing, road cleaning, etc.

G.
Services (Providing
Personal, Professional,
and Business Services)
Hotels and ether lodging places

7096 Hotels, motels, and tourist homes
7211 Rooming and boarding houses
7237 Camp and camping parks

Laundry and dewing services
7419 Coin-operated laundries and dry

*ening
7435 Other laur=ely cleaning, and

rment
7450 Carpet and uphoishry cleaning
7476 JanItorial and related services

(building, house, and window
cisanimp

Business and/or personal services

7617 Legal services (or lawyer)
7633 income tax preparation
7658 Accounting and bookkeeping
7674 Engineering. surveying, and

architectural
7690 Management. consulting. and

puulic relations
7716 Advertising. except direct mail
7732 Employment agencies and

personnel supply
7757 Computer and data processing,

includine repair and leasing
7773 Equipment rental and leasing

(except computer or automotive)
7914 investigative and protective

services
7880 Other business services

Personal services
8110 Beauty shops (or beautician)
8318 Barber shop (or barber)
8334 Photographic portra:t studios
8516 Shoe repair and shine services
8532 Funeral services and crematories
8557 I fitness facilities
8714 thilldiccray care
8730 Teething or tutoring
8755 Counseling (except health

practitioners)
8771 Ministers and chaplains
6882 Othar personal SWIMS

Automotive services
8813 Automotive rental or leasing,

without driver
8839 Parting, except valet
8854 General automotive repairs
8870 Specialized automotive repairs

(brake, body repairs, paint. etc.)
8896 Mier automotive services (wash,

towing, etc.)

Miscellaneous repair, except
computers

9019 TV and audio equipment repair
9035 Other electrical equipment repair
9050 Reupholstery and furniture repair
2881 Other equipment repair

Medical and health services
9217 Physicians and surgeons (MD's)
9233 Dentists
9258 Osteopathic physicians and

surgeons
9274 Chiropractors
9290 Optometrists
9415 Registered and practical nurses
9431 Other licensed health practitioners
9456 Dental laboratories
9472 Nursing and personal care facilities
9886 Clinics and other health services

Amusement and recreational
services

9613 Video tape rental stores
9639 Motion picture theaters
9654 Other motion picture and TV

activities
9670 Bowling alleys and pool parlors
9696 ProfesSional sports and racing,

including promoters and managers
9811 Theatrical performers, musicians.

agents, producers, and related
services

9837 Other amusement and recreation
services

8888 Unable to classifyExplain

PRIMING 0111,101:100b-443.093 574,117773



CHEDULE SE Computation of Social Security Self-Employment Tax
Form 1040)

No.s. Instructions for Schedule $E (Form MO).

Attach to Form 1040.
asertment of the True",
Nast Revenue Service (a)

OMB No. 1545.0074

61)5
Iwe of setkrnployed person (as shown on social security card)

Social security number ofJohn Dough selfemployed person to

Regular Computation of Net Earnings From Self-Employmenthrt I
YYY YY YYYY

Note: If you performed services for certain churches or church-controlled organizations and you are nGt
a minister or a memberof a religious order see the instruction&
Net farm profit or (loss) from Schedule F (Form 1040), line 39, andfarm partnership, Schedule K-1
(Form 1065), line 13a

I Net profit or (loss) from Schedule C (Form 1040), line 33, SchedUle K-1 (Form 1065), line 13a (other
than farming), and Form W-2 wages of $100 or more from an electing church or church-controlled
organization. (See instructions for other income to relisft
Note: 0 Check here if you are exempt frOm self-employment tax on your earnings as a minister,
member ofa religious order, or Christian Science practitioner because you filed Form4361.
See instructions for kinds of income to report. If you have other earninga of $400 or more that are
subject to self-employment tax, incl-Se those earnings on line 2.

Optional Computation of Net Earnings From Self-Employment
(See "Who Can Use Schedule SE")

Generally, this part may be usetonly if you meet any of the following tests:
A Your gross farm income (Schedule Ffform 1040), line 12) was not more than $2,400; or
B .Your gross farm income (Schedule r(Form1040), line 12) was more than $2,400 and your net farm proilts (Schedule

F (Form 1040), line 39) were less thatt$1,600; or
C Your net nonfarm profits (Schedule C (Ann 10.40); line 33) were less than $1,600 and also less than two-thirds (Si)

of your gross nonfarm income (Schedule C (Niro 1040). line 5).
See instructions for other limitations. .

I Maximum income for optional methods 41.k.0; '
I Farm Optional Methodlf you meet test A or B above, enter: the smile:of tP-thirds () of gross farm

. . .

income from Schedule F (Form 1040), line 12, and farm partnerships, SchauktK-1 (Form 1065), line
13b; or $1,600

I Subtract line 4 from line 3 .f;:
I Nonfarm Optional Methodlf you meet test C above, enter: the smallest of two-thirdi (tS) of gross

nonfarm income from Schedule C (Form 1040), line 5, and Schedule K-1 (Form 1065), line13c (other
than farming); or $1,600; or, if you elected the farm optional method, the amount on line 5

Computation of Social Security Self-Employment Tax

3 1 MO UO

5

6

' Enter the amount from Part I, line 1, or, if you elected the farm optional method, Part II, line 4
Enter the amount from Part I, line 2, or, if you elected the nonfarm optional method, PartII, line 6
Add lines 7 and 8. If less than $400, do not fill in the reit of the schedule because you are not subject to self-
employment tax. (Exception: If this line is less than $400 anii you are an employee of an electing church or
church.controlled organization, complete the schedule unless this line is a loss. See instructions.)

'The largest amount of combined wages and self-employment earnings subjeci to social security oi
railroad retirement tax (Tier 1) for 1985 is
a Total social security wages and tips from Forms W-2 and railroad retirement

compensation (Tier 1). ftte: U.S. Government employees whose wages are
only subject to the 1.35% hospital insurance benefits tax (Medicare) and
employees of certain church or church-controlled organintions should not
include those wages on this line (sex instructions) 1 la

b Unreported tips subject to social security tax from Form 4137, line 9, or
to railroad retirement tax (Tier 1) 1 lb

c Add lines 1 la and 1 lb
a Subtract line 1 lc from line 10
b Enter your "qualified" U.S. Government wages if you are required to use the worksheet in Part III of

the instructions. I 12S I I I

c Enter your Form W-2 wages from an electing church or church-controlled organization.litcj LJ
Enter the smaller of line 9 or line 12a

If line 13 is $39,600, fill in $4,672.80 on line 14. Otherwise, multiply line 13 by .118 and enter the
.result on line 14 . . . . . . .... . . . .

Self-employment tax.Enter this &Mount on Form 1040, line 51
Paperwork Reduction Act Notice, me Ferm 1040 Instructions.

91 104t sonfaxxxx, r.,,,semr,crocen*11-4447107

4t

.0935
14 3,029 40

Schedule SE (Form 1040)1911

a .11,141



Goal 7.0 To understand insurance

Competencies:

7.1 Identify types of insurance

7.2 Determine the best insurance coverage and rates

92
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Insurance Checklist

Summary

There may be ways of strengthening your insurance
program that have not occurred to you. The purpose of
this Aid is to help you find out. To this end, a checklist is
provided that will help you identify areas in which im-
provement may be possible. It will also serve as a guide
for the discussions you should have with a qualified
agent. broker, or other insurance counselor.

The points covered are grouped under three general
heads: coverages that are essential for most businesses:
coverages that are desirable for many firms but not
absolutely necessary: and coverages for employee
benefits.

The checklist is followed by a brief discussion of four
basic steps that are necessary for good insurance
management: (1) Recognize the risks to which you are
exposed. (2) Follow the guides for buying insurance
economically. (3) Have a plan. (4) Get professional
advice.

Some small business owners look on insurance as if it
were a sort of tax. They recognize that it is necessary but
consider it a burdensome expense that should be kept at
a minimum. Is this view justified?

Not if you take a more conservative approach. You can
use insurance to get many positive advantages as well as
the negative one of avoiding loses. Used correctly.
insurance can contribute a great deal to your success by
reducing the uncertainties under which you operate. It
can reduce employee turnover, improve your credit at the
bank, make it easier to sell to customers rm favorable
terms. help keep your business going in case an insured
peril interrupts operations. The potential benefits of good
insurance management make it well worth your study and
attention.

How It Works

Insurance has been defined as a system in which
"winners pay losers." Those who are lucky enough to
avo,d loss contribute through premium payments to the
unlucky ones who do suffer loss. If you never collect from
your insurance. cousider yourself ahead. because then
you are one of the winners. If you.suffer a loss for which
you are insured, you have the security of knowing that the
other members of the insurance system will relieve you of
most of your burden.

for Small Business
U.S. Small Business Administration
Number 2.018

In this sense. you come out ahead either way. Your
premiums are the price you pay for the freedom from
worry about economic loss from conditions outside your
control.

93

But insurance itself becomes the subject of worry for
many small business owners. This Aid is designed to help
you lessen this worry.

A Checklist
The points covered in the checklist are grouped under
three general classes of insurance: (1) coverages that are
essential for most businesses. (2) coverages that are
desirable for many firms hut not absolutely necessary.
and (3) coverages for employee benefits. For each of the
statements, put a check in the first answer column if you
understand the statement and how it affects your
insurance program. Otherwise. check the second column.
Then study your policies with these points in mind and
discuss any questions you still have with your agent.

Essential Coverages
Four kinds of insurance are essential: fire insurance.
liability insurance, automobile insurance, ard workers'
compensation insurance. In some areas and in some
kinds of businesses, crime insurance, which is discussed
under "Desirable Coverages." is also essential.

Are you certain that all the following points have been
given full consideration in your insurance program?

Fire Insurance

1. You can add other perilssuch as
windstorm, hail, smoke, explosion, vandal-
ism. and malicious mischiefto your basic
fire insurance at a relatively small addition-
al cost.

2. If you need comprehensive coverage.
your best buy may be one of the all-risk
contracts that offer the broadest available
protection for the money.

inn
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3. The insurance company may indemnify
youthat is, compensate you for your
lossesin any one of several ways: (1) It
may pay actual cash value of the property at
the time of loss. (2) It may repair or replace
the property with material of ilke kind and
quality. (3) It may take all the property at the
agreed or appraised value and reimburse
you for your loss.

4. You can insure property you don't own.
You must have an insurable interesta fi-
nancial interestin the property when a
loss occurs but not necessarily at the time
the insurance contract is made. For instance,
a repair shop or drycleaning plant may carry
insurance on customers' property in the
shop, or you may hold a mortgage on a
building and insure the building although
you don't own it.

5. When you sell property, you cannot
assign the insurance policy along with the
property unless you have permission from
the insurance company.

6. Even if you have several policies on
your property, you can still collect only the
amount of your actual cash loss. All the
insurers share the payment proportionately.
Suppose, for example, that you are carrying
two policiesone for $20,000 and one for
$30.000on a $40,000 building, and fire
causes damage to the building amounting to
$12.000. The $20,000 policy will pay $4,800:
that is.

20,000 2or _ of $12,000.
50.000 5

The $30.000 policy will pay $7.200;

30 000 3that is . or of $12,000.
50,000 5

7. Special protection other than the stand-
ard fire insurance policy is needed to cover
the loss by fire of accounts, bills, currency,
deeds, evidence of debt, and money and
securities.

8. If an insured building is vacant or unoc-
cupied for more than 60 consecutive days.
coverage is suspended unless you have a
special endorsement to your policy cancel-
ing this provision.

9. If, either before or after a loss, you
conceal or misrepresent to the insurer any
material fact or circumstance concerning
your insurance or the interest of the ir -ired,
the policy may be voided.

10. If you increase the hazard of fire, the
insurance company may suspend your cov-
erage even for losses not originating from
the increased hazard. (An example of such a
hazard might be renting part of your building
to a drycleaning plant.)

11. After a loss, you must use all reason-
able means to protect the property from
further loss or run the risk of having your
coverage canceled.

12. To recover your loss, you must furnish
within 60 days (unless an extension is grant-
ed by the insurance company) a complete
inventory of the damaged, destroyed, and
undamaged property showing in detail quan-
tities, costs, actual cash value, and amount
of loss claimed.

13. If you and the insurer disagree on the
amount of loss, the question may be e-
solved through special appraisal procedures
provided for in the fire-insurance policy.

14. You may cancel your policy without
notice at any time and get part of the premi-
um returned. The insurance company also
may cancel at any time with a 5-day written
notice to you.

15. By accepting a coinsurance clause in
your policy, you get a substantial reduction
in premiums. A coinsurance clause states
that you must carry insurance equal to 80 or
90 percent of the value of the insured proper-
ty. If you carry less than this, you cannot
collect the full amount of your loss, even if
the loss is small. What percent of youv loss
you can collect will depend on what percent
of the full value of the property you have
insured it for.

94
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16. If your loss is caused by someone
else's negligence, the insurer has the right to
sue this negligent third party for the amount
it has paid you under the policy. This is
known as the insurer's right of subrogation.
However, the insurer, will usually waive this
right upon request. For example, if you have
leased your insured building to someone and
have waived your right to recover from the
tenant for any insured damages to your
property, you should have your agent re-
quest the insurer to waive the subrogation
clause in the fire policy on your leased
building.

17. A building under construction can be
insured for fire. lightning, extended cover-
age. vandalism, and malicious mischief.

Liability Insurance

1. Legal liability limits of $1 million are no
longer considered high or unreasonable even
for a small business.

2. Most liability policies require you to
notify the insurer immediately after an inci-
dent on your property that might cause a
future claim. This holds true no matter how
unimpurtant the incident may seem at the
time it happens.

3. Most liability policies, in addition to
bodily injuries, may now cover personol in-
juries (libel, slander, and so on) if these are
specifically insured.

4. Under certain conditions, your business
may be subject to damage claims even from
trespassers.

5. You may be legally liable for damages
even in cases where you used "reasonable
care."

6. Even if the suit against you is false or
fraudulent, the liability insurer pays court
costs. legal fees, and interest on judgments
in addition to the liability judgments them-
selves,

7. You can be liable for the acts of others
under contracts you have signed with them.
This liability is insurable.

C:h
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8. In some cases you may be held liable
for fire loss to property of others in your
care. Yet, this property would normally not
be covered by your fire or general liability
insurance. This risk can be covered by fire
legal liability insurance or through request-
ing subrogation waivers from insurers of
owners of the property.

Automobile Insurance

1. When an employee or a subcontractor
uses a car on your behalf, you can be
legally liable even though you don't own the
car or truck.

2. Five or more automobiles or motorcy-
cles under one ownership and operated as a
fleet for business purposes can generally be
insured under a low-cost fleet policy against
both material damage to your vehicle and
liability to others for property damage or
personal injury.

3. You can often get deductibles of almost
any amountsay $250 or $500and thereby
reduce your premiums.

4. Automobile medical-payments insur-
ance pays for medical claims, including your
own, arising from automobile accidents re-
gardless of the question of negligence.

5. In most States, you must carry liability
insurance or be prepared to provide other
proof (surety bond) of financial responsibili-
ty when you are involved in an accident.

6. You can purchase uninsured-motorist
protection to cover your own bodily-injury
claims from someone who has no insurance.

7. Personal property stored in an auto-
mobile and not attached to it (for example,
merchandise being delivered) is not covered
under an automobile policy.

Worker's Compensation

1. Federal and common law requires that
an employer (1) provide employees a safe

95
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shut down your businesssuch as salaries
to key employees, taxes. interest. *reel.
aroi and utilitiesas well as the profits
you would lose.

2. Under properly written contingent busi-
ness-interruption insurance, you can also
collect if Are or other peril closes down the
business of a supplier or customer and this
interrupts your business.

3. The business-interruption policy pro-
vides peplums for amotmts you spend to
hasten the reopening of your business after a
fire or other insured peril.

4. You can get coverage for the extra ex-
penses you suffer it an insured pea while
not emu* closing your business down.
swim* disrupts IL

S. When the policy is properly endorsed.
you can get businese-laterruption insurance
to indemnify you if your operations are sus-
pended because of failure or interruption of
the supply of power. light. heat. gas. or water
furnished by a public utility company.

Crime Insurance

1. Burglary insurance excludes such prop-
erty as accounts. fur articles in a showcase
window, and manuscripts.

2. Coverage is granted under burglary in-
surance only if there are visible marks of the
burglar's forced entry.

& Besglary insurance can be written to
cover. in addition to money in a safe. inven-
toried merchandise and damage incurred in
the course of a burglary.

4. Robbery insurance protects you from
lose of property, money. and securities by
force. trickery. or threat of violence on or off
your promisse.

I. A comprebenstve crime policy written
post for smell business owners is available.
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In addition to burglary and robbery. it cov-
ers other types of loss by theft, destruction,
and disappearance of money and securities.
It also covers thefts by your employees.

e. If you are in a high-risk area and cannot
get insurance through normal channels with-
out paying excessive rates. you may be able
to get help through the federal crime insur-
ance plan. Your agent or State Insurance
Commissioner can tell you where to get
information about these plans.

Glass Insurance

1. You can purchase a special glass-insur-
ance policy that covers all risk to plate-glass
windows, glass signs. motion-picture
screens, glass brick, glass doors, showcases.
countertops. and insulated glass panels.

2. The glass-insurance policy covers not
only the glass itself, but also its lettering and
ornamentation. if these are specifically in-
sured, and the costs of temporary plates or
boarding up when necessary.

3. After the glass has been replaced, full
coverage is continued without any addition-
al premium for the period covered.

Rent Insurance

1. You can buy rent insurance that will
pay your rent if the property you lease be-
comes unusuable because of fire or other
insured perils and your lease calls for con-
tinued payments in such a situation.

2. If you own property and lease it to
others. you can insure against loss if the
lease is canceled because of fire and you
have to rent the property again at a reduced
rental.

Employee Benefit Coverages

insurance coverages that can be used to provide employ-
ee benefits include group life insurance, group health
insurance, disability insurance. and retirement income.. 4,}1".., \:;. 97
.:.1.

Key-man insurance protects the company against finan-
cial loss caused by the death of a valuable employee or
partner.

Group Life Insurance

1. If you pay group-insurance premiums
and cover all employees up to $50,000. the
cost to you is deductible for Federal income-
tax purposes. and yet the value of the bene-
fit is not taxable income to your employees.

2. Most insurers will provide group cover-
ages at low rates even if there are 10 or
fewer employees in your group.

3. If the employees pay part of the cost of
the group insurance. State laws require that
75 percent of them must elect coverage for
the plan to qualify as group insurance.

4. Group plans permit an employee leav-
ing the company to convert group-insurance
coverage to a private plan, at the rate for
his/her age. without a medical exam, within
30 days after leaving the job.

Group Health Insurance

1. Group health insurance costs much less
and provides more generous benefits for the
worker than individual contracts would.

2. If you pay the entire cost, individual
employees cannot be dropped from a group
plan unless the entire group policy is can-
celed.

3. Generous programs of employee bene-
fits. such as group health insurance, tend to
reduce labor turnover.

Disability Insurance

1. Workers' compensation insurance pays
an employee only for time lost because of
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work injuries and work-related sickness
not for time lost because of disabilities in-
curred off the job. But you can purchase at a
low premium. insurance to replace the lost
income of workers who suffer short-term or
long-term disability not related to work.

2. You can get coverage that provides em-
ployees with an income for life in case of
permanent disability resulting from work-
related sickness or accident.

Retirement Income

1. If you are self-employed, you can get an
income tax deduction for funds used for
retirement for you and your employees
through plans of insurance or annuities ap-
proved for use under the Employees Retire-
ment Income Security Act of 1974 (ERISA).

2. Annuity contracts may provide for vari-
able payments in the hope of giving the
annuitants some protection against the ef-
fects of inflation. Whether fixed or variable.
an annuity can provide retirement income
that is guaranteed for life.

Key-Man Insurance

1. One of the most serious setbacks that
can come to a small company is the loss of a
key employee. But your key employee can
be insured with life insurance and disability
insurance owned by and payable to your
company.

2. Proceeds of a key-man *icy are not
subject to income tax. but premiums are not
a deductible business expense.

3. The cash value of key-man insurance
which accumulates as an asset of the busi-
ness. can be borrowed against and the inter-
est and dividends are not subject to income
tax as long as the policy remains in force.

Orginizing Your Insurance Program

A sound insurance protection plan is just as important to
the success of your business as good rmancing, market-

s'

ing. personnel management. or any other business func-
tion. And like the other functions, good risk and insurance
management is not achieved by accident, but by organi-
zation and planning. A lifetime of work and dreams can
be lost in a few minutes if your insurance program does
not include certain elements. To make sure that you are
covered, you should take action in four distinct ways:

1. Recognize the various ways you can suffer loss.
2. Following the guides for buying insurance economical-
ly.
3. Organize your insurance-management program.
4. Get professional advice.

Recognize the risks. The first step toward good protection
is to recognize the risks you face and make up your mind
to do something about them. WishfUl thinking or an it-
can't-happen-to-me attitude won't lessen or remove the
possibility that a ruinous misfortune may strike your
business.

Some businesses will need coverages not mentioned in
the checklist. For example, if you use costly professional
tools or equipment in your business, you may need spe-
cial insurance covering loss or damage to the equipment
and/or business interruption resulting from not being able
to use the equipment.

Study insurance costs. Before you purchase insurance.
investigate the methods by which you can reduce the
costs of your coverage. Be sure to cover the following
points:

1. Decide what perils to iniure against and how much
loss you might suffer from each.

2. Cover your largest loss exposure first.

3. Use as high a deductible as you can afford.

4. Avoid duplication in insurance.

5. Buy in as large a unit as possible. Many of the "pack-
age policies" are very suitable for the types of small
businesses they are designed to serve, and often they are
the only way a small business can get really adequate
protection.

6. Review your insurance program periodically to make
sure that your coverage is adequate and your premiums
are as low as possible consistent with sound protection.

Have a plan. To manage your insurance program for good
coverage at the lowest possible cost, you will need a
definite plan that undergirds the objectives of your busi-
ness. Here are some suggestions for good risk and insur-
ance management:

11.
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trite down a clear statement of what you expect
rance to do for your firm.

elect only one agent to handle your insurance. Having
e than one may spread and weaken responsibility.

an employee or partner is going to be responsible for
insurance program, be sure he/she understands the

onsibility.

o everything possible to prevent losses and to keep
e that do occur as low as possible.

on't withhold from your insurance agent important
mation about your business and its exposure to loss.
It your agent as a professional helper.

on't try to save money by underinsuring or by not
Ting some perils that could cause loss, even though

you think the probability of their occuring is very small. If
the probability of loss is really small, the premium will
also be small.

7. Keep complete records of your insurance policies, pre-
miums paid, losses, and loss recoveries. This information
will help you get better coverage at lower costs in the
future.

8. Have your property appraised periodically by inde-
pendent appraisers. This will keep you informed of what
your exposures are, and you will be better able to prove
what your actual losses are if any occur.

Get professional advise about your insurance. Insurance
is a complex and detailed subject. A professionally quali-
fied agent, broker, or consultant can explain the options,
recommend the right coverage, and help you avoid finan-
cial loss.

s of this Aid are available free from SBA. P.O. Box 15434; Fort Worth, TX 78119. Aids may be condensed or reproduced. They may not be
d to imply approval by SBA of any private organization, product or service. If material is reused, credit to SBA will be appreciated.



Goal 8.0 To understand purchasing

Competencies:

8.1 Locate and select suppliers

8.2 Identify purchasing agreements and discounts

8.3 Eetenmine shipping methods

8.4 Balance quantity purchasing mdth storage and
inventory considerations

8.5 Keep .inventory records
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Understand Purchasing

As the owner of a hame-based business you mill need to understand the
purchasing recuirements of your particular business. You will need to
develop an effective purchasing system that meets the demands of operating
your business, whether it sells products or services. Service businesses,
such as a dressmaking service, sell services, not products, so only a
limited inventory is needed to run the business.

Products being stored waiting to be sold or utilized in production are
called inventory. The inventory represents money that is "tied up" or
invested in the business. This is money that is not free to be used for
other business needs. The nom "tied up" in imentory will not be
regained until a sale is made. This is why home business owners must
understand the needs of their particular business. After careful thought
and thorough investigation an inventory systen should be tailored to
effectively supply the requirements of the business operation.

An important rule to renumber when making purchases is to have access to
multiple sources. If you can, establish at least tvm or more supply
sources for every iten of supply or service. Cbnsider, on the one hand,
that with multiple supply sources chances are increased that you will be
able to get the best price and on-time delivery. On the other hand,
suppliers seen to favor loyal customers with preferential treatment.
Suppliers who'know you personally can be a source of helpful infolmation.
For example, they may be able to give you useful news or special bargain
offers, or tell you about significant developments in your business area.

The Chamber of Cbmmeree in your region may provide access to information
regarding- nanufacturers, wholesalers, and suppliers in your area. Set up
your purchasing system with either manufacturers or wholesalers who will
have goods that will satisfy your customers' standards.

Belsaintilupaliera

Businesses selling goods to other businesses are called suppliers. A
home-based business owner nay be able to purchase directly fran a
manufacturer who makes the kind of product needed for use in his or her
business enterprise. Products needed for use in a business mmy be
purchased from a wholesaler or middleman who buys from the manufacturer and
sells to retailers. lholesalers customarily sell goods cheaper than
retailers, but usually only in large quantities.

Nhny suppliers offer credit terms *doh present the business person with
the option of getting a discount by paying cash at the time of purchase.
No discount may be given in exchange for paying the bill within a specified
time period. For the privilege of paying over an extended period of time,
the home entrepreneur can expect to pay an interest charge.



ausing_raigatian
When planning to purchase supplies and products for your hane-based
business, you must base your buying decison cm: What, Where, lbw, and
When.

What_TmAme

Nbdern marketing programs are built around the "marketing concept," which
directs managers or owners to focus their efforts cm identifying and
satisfying their. customer's needs--at a profit. lb use the marketing
concept, a hame-based business should:

Determine the needs of their customers.
Analyze their competitive advantages.
Select specific markets to serve.
Determine how to satisfy the needs.

lb decide what goods you need in your home-based business, you will need to
study the customers you want to reach; then decide what they want and
need.

Service oriented businesses need to decide which suppliers have the
products and services that wdll help their small business perform in the
best possible way. larder products and materials that reflect the
customer's needs.

Elm Much To Buy?

In order to save money, the quantities purchased should be as anal as
possible to comfortably satisfy the needs of your business yet not so
small that you are left unsupplied at a critical =mt. ibo large a
purchase ties up noney that mdght be more productively used elsewhere to
enable your business to function more effectively. You don't want money
tied up for too long a thne in goods waiting to be used or sold. You have
to learn how to do a "balancing act." It takes a little experience to get
to knam just how much is the right amount.

hbea2MaAmy?

As a hame-based business owner, you will probably have to buy supplies
several weeks or months before you need then, especially if you have to
allow thme for a long distance delivery. Sane goods needed in your
business everyday should be ordered regularly. Cther goods related to the
season should be ordered only at certain times of the year. Roving a good
system for thning orders is very hmportant for your business.
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Where To Buy

As a home -based business person, you have to decide %thich supplier is best
for you. Quality, price and service are three things to consider carefully
%ten choosing a supplier.

- -Satisfy the customer's taste.
- -Satisfy the custaner's budget.

- -Satisfy,the customer's standard of accePtable quality.

Price

- -Make a sales effort to sell quality.
- -Bring the advantages of quality to the customers' attention;
customers usually favor quality over lam price if the
advantages of quality are brought to their attention.

- -Find the supplier offering the best quality at the lamer price.
- -Reflect the supplier's cost in your price to the customer.
- -Cbnsider all the costs of the business operation %then setting

prices.
- -Set prices so you make a profit.

7be Inventory System

Bame entrepreneurs nay wish to study several inventory techniques, and then
decide upon a system that will.best satisfy their style of business
operation. The trial and error method will lead the way to the most
efficient systan.

litre are sane points to consider incorporating into your inventory system.

Keep a running inventory, using a card file for current data.

Keep records to aid in the prompt and systematic filling of customer
orders.

Account for all your business related items, to help you detenmine
prices and taxes.

Keep accurate records of %hat inventory is stored, where it is stored,
and %by it is stored.

Maintain your inventory !n good condition; damaged inventory results
in economic loss.

Check your inventory once or Wee every year:

Ettennine the amount of inventory.
Determine the quality of inventory items.
ftke decisions about product changes.
Etterydne what is stored.
Decide what to do with stored items.
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Ybu will went to keep an inventory card for each product item used in your
business or sold by your business. As you receive a shipment from a
supplier, make up an imentory card. The card dhould record:

what the iten is
dho is the supplier
when you received the shipment
how wany itens mere received

On the following page is an example of an inventory card format that could
be useful to a small business.

redly, as sales are made, record how many items have been sold; figure hum
many are still in stock.

WEIginaLitunatit3-z-131121--Almunt-Zelialning=

f ran lionsilatzeDreneunhiluInalnational
ItitterialLixibeAgeration_d_a_lball
BuilmuuLframlbiLitant, Susan F. Weis and
Kay S. O'Brien, Pennsylvania Department of
Education, Bureau of Vocational Education,
Harrisburg, PA, June, 1983.
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Sample of Inventory Card

Inventory Card

Item 662Aa 4 Matt - au Ciett
A

Supplier: vi I

Reorder Pointi
f .

66 at:Xii.A0 Reorder Amount: ZOO bte1A4
Date Order Placed: ,SOptifklYA0 10

Amount Received Amount Sold , !mount Renaining

Date Quint i ty Date Q:ant i ty Date Q:ant i ty

Ise______ta_ 41-_11_110
yeip ta...

*ILE
alift_11_Iff..1.

ns_17

.11.

_ft

__Jr
- _, 61

..

#3_

ibfe
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Goal 9.0 To understand selling

Competencies:

9.1 Describe different marketing channels:

consignment
mail order
word of nouth
door to door'

appointment
parties
telephone solicitation
fairs, shows, etc.
yellow pages
bulletin boards
sales agent

9.2 Plan advertising for media and establish sales
pramaions

9.3 Eetenmine prices for products and services:

expenses and break-even point
time involved
supply and demand
hourly rate of earnings
fair return
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Seing Products

Summary

Sellers seeking new and expanded wholesale and retail
markets for goods can use consignment selling to
economic advantage in many cases.
This Aid provides a discussion of the advan-
tages/disadvantages of consignment selling and
general comments about how to use consignment as
an effective selling tool for the small business opera-
tion.

What happens to a manufacturer who has developed a
new consumer product that is thought to be a best-
seller, but no retailer or wholesaler is willing to invest
enough capital to stock a small number of the items in
inventory?

What happens to a manufacturer who is told that the
seasonal product he or she is trying to sell is such a
capital risk that there is probably no chance that it will
make the retail shelves during that Christmas season?

How can manufacturers in these cases and similar cases
make the products and terms of sale sufficiently attrac-
tive to get the product on retail shelves for exposure to
the buying market?

Perhaps through the use of consignment selling.

Selling goods on consignment is described as a situation
whereby goods are shipped to a dealer who pays you,
the consignor, only for the merchandise which sells.
The dealer, referred to as the consignee, has the right to
return to you the merchandise which does not sell and
without obligation.

As you can see, this may not be an ideal arrangement.
The dealer has no money invested and is not obligated
to "push" your merchandise.

Purpose Of Consignment Selling

Even with obvious disadvantages, there may be times
when you may decide that consignment selling can
serve your purpose. It can be used as a marketing tool
which creates no obligation on the part of the dealer in
the event they do not sell. As a result, such practice can
provide an attractive incentive hr the dealer, at least to
stock your merchadise. The dealer has no risk and you
have your merchandise before the buying public.

-?,Examples of goods which very often are sold on con-
signment include light bulbs, produce, eggs, poultry,
Magazines, newspapers, Christmas decorations, garden

on Consignment
U.S. Small Business Administration
Number 4.007

seeds, batteries for flashlights, and potted plants such as
those found in supermarkets.

In the case of perishable merchandise (either in quality
or in seasonal appeal) dealers are often more inclined to
consider placing it in their stock if they have no great
threat of financial loss on investment in the event it
does not sell.

In the case of a newly designed and manufactured pro-
duct for which thera is no sales record, dealers might be
more enthusiastic ehont promotion if their investment
loss is minimized.

Advantages Of Consignment Selling
Now that you've read some general facts about consign-
ment selling, look at the specific advantages to you as a
manufacturer.

1. It allows a seller (manufacturer) to place merchandise
in wholesale and retail outlets for additional exposure to
the buying market.
2. It can provide an incentive for the wholesaler and
retailer to stock goods in inventory because no capital
of theirs is tied up in inventory.
3. It can encourage wholesalers and retailers to stock
seasonal or otherwise newly introduced merchandise
which they might not usually buy because of a lack of
demand.
4. It provides the manufacturer with the opportunity to
have the merchandise exposed to the buying market, in-
stead of having it stored and isolated in a warehouse
while waiting for an order from a buyer.

Disadvantages Of Consignment Selling
In deciding whether or not to use consignment selling,
you need to look at the disadvantages.

1. While your merchandise is being exposed on the
shelves of a wholesaler or retailer, you get no money un-
til they sell.
2. As the manufacturer you must have enough cash on
had to wait extended periods for payment of merchan-
dise sold.
3. Since the goods are out of your physical control, you
cannot control the damage and shopper abuse which in-
ventory merchandise is generally subject to.
4. You cannot always affect shelving decision which
wholesalers and retailer make concerning maximum ex-
posure of the merchandise. Because consignees do not

107



have any capital invested in the inventory, they may be
inclined to place their outright-owned inventory in the
most advantageous display spots in order to realize a
fast return on investment. They are aware that they do
not lose any investment if the consigned goods do not
sell. They do lose if the inventory they owr does not
sell.
5. Where personal selling is important, outright owned
merchandise might be promoted over consigned goods
because, again, return on investment matters where in-
vestment exists.
a If the gross margin to the seller is greater than the
percentage commission with the sale of consigned
goods, then the seller might tend to favor selling the
outright owned goods. For this reason, the consignor is
introduced to the importance of providing an attractive
incentive in the form of a commission for the consignee.
In other words, the consignee needs a strong reason to
sell the merchandise since the motive to recoup invest-
ment is not present.

A Few Words Of Caution
Consignment selling may or may not be attractive to
you. It depends on ynlIr situation. You might use con-
signment selling for market testing. It might be a fairly
inexpensive way to learn how or if a new product will
sell.

Keep in mind, however, that you tie up your funds
waiting for merchandise to be sold. Also, the dealer may
be a poor credit risk. Moreover, there may be other
hazards inherent in a situation where the dealer does
not have funds tied up.

In brief, the various factors over which you have less
control than in other marketing situations could mean
that the risks may be greater than your resources can
absorb.

To evaluate whether or not consignment selling can be
advantageous to you, consider the following discussion
of the consignment relationship, special considerations,
and examples of operational aspects.

The Consignment Relationship
The relationship which exists between you, the con-
signor, and another seller, the consignee, is an agency
relationship. That is the consignee never takes title to
the merchandise but acts as the agent of the consignor
to pass title to the buyer.

Since title does not pass to the consignee in the absence

of an agreement, liability of loss for the merchandise re-
mains with the consignor.

This means that you and the consignee can agree to
specific statements for assuming a share of the loss in
case of shoplifting or other damage to the merchandise.
However in the absence of such an agreement, you, the
consignor, are responsible for the loss involved even
though the merchandise might have been shoplifted
from the premises of the seller while the consignee exer-
cised normal care in the dsiplay and handling of the
merchandise.

Because of the details and legal implications involved ir
consignment selling you, as a consignor, should give
careful attention and planning to selling products on
consignment.

Give Special Consideration To...
Contractually speaking, you and your consignee can
agree to a variety of mutually-advantageous measures.
That is, you might agree in writing that the merchadise
will be placed in the wholesale or retail business where
it is exposed to an estimated 50 percent of foot traffic
that enters the store.

Also, you should agree as to the exact commission to be
awarded to the consigdee upon sale of the merchadise.
The length of time (days, weeks, etc.) which the con-
signee will agree to keep the merchandise will probably
be specified. Also, the intervals at which the consignee
will make payments for goods sold should be con-
sidered.

Agreement colicerning delivery and pick-up of the mer-
chandise might be included, as well as conditions of
storage of any merchandise that is not on display, par-
ticularly perishable merchandise. Your contractual
agreement might spec.ky that you will be paid for "in-
ventory sold," when

Inventory Delivered Less Inventory Collected
Equals Inventory Sold

Yet, the formula for payment noted above assumes that
all merchandise will be either sold or claimed by the
consignor and completely rules out the possibility of
disappearance of the merchandise from the sales floor.
Since shopper damage and shoplifting are sobering
realities of doing business, it is wise to consider them
and to plan for their occurrence beforehand.

The merchandise legally belongs to the consignor in a
cotsisnment sale and liability for any loss is still the
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consignor's problem. Some consignees may be willing to
share the responsibfiity involved in loss due to shoplif-
ting if the issue is handled tactfully.

In some cases, the consignee will assume responsibility
for damaged goods. When this is the case, you, the
manufacturer, will suffer no loss. However, such cases
are rare. At best, you can expect a sharing of the loss
with the consignee.

When you assume part or all of the loss, ask for and
keep the damaged goods for your own records. A con-
signee could claim that some of your merchandise was
damaged when in fact the consignee sold it and
pocketed the money.

Also consider damage caused by sun rays that fade col-
ors and make some merchadise unfit for sale.

Examples Of Consignment Selling
Consider the wholesaler of artificial floral merchandise
who sell to numerous small and medium retail floral
establishments. Such a wholesaler often stocks mostly
staple merchandise with a limited assortment of infre-
quently sold items.

A manufacturer who has developed a novel item for
that industry and has no sales history to use as a basis
for showing the wholesaler that the item will sell, pro-
bably will have a difficult time getting the item into the
wholesaler's inventory.

If a potential consignee such as the wholesaler in this
example, is comfortable with current sales levels and
gross margin, the manufacturer will find it difficult to
convince the wholesaler to carry this item in inventory.

Yet, in a consignment sale, the manufacturer can always
ask, "What do you have to lose?" The answer is, of
course, "Nothing."

If the manufacturer makes it easy enough for the
wholesaler to stock the item and the wholesaler is aware
of a possible commission for exerting very little effort,

-+
the merchandise usually has a very good chance of be-

P ing placed in stock. As a result, the merchandise has
wide exposure in the market and the wholesaler feels no
risk associated.with trying the merchandise. If it sells

-well, chances are good that it will be placed again. Even
if the wholesaler had bought the items outright the first
time around, and they did not sell, 'they would not be

t reordered. Thus, the marketability of the merchandise is
at stake in either situation and the pogitivemspect in

goods at any time.

consignment selling is that the wholesaler is assured
that he or she has no investment to lose.

In another example, consider a manufacturer of a
seasonal item such as Easter baskets, Christmas or-
naments, Halloween items, or beach toys. Often
wholesalers and retailers order these items far in ad-
vance and make a strong effort not to overorder because
the market is defined in terms of days or weeks.

Manufacturers can promote their products in these in-
dustries by assuring the wholesaler and retailer that
whatever is not sold will be taken back by the manufac-
turer.

In such cases as these, shopper density is usually heavy
during a short period of time. That is, there are several
peak shopping days during which crowds of shoppers
are likely, by their number alone, to cause significant
sales and damage to at least some of the merchandise
on the shelves.

An agreement concerning shoplifting and damage
becomes particularly important in such cases.

Consignor's Liability
A serious issue to consider in consignment selling is
that of liability for merchandise. Since the consignor re-
mains owner and title does not pass to the consignee,
legally the liability rests with the consignor, in the
absence of any other agreement.

This means that whenever merchandise is destroyed by
water, fire, or smoke while in the inventory of the con-
signee, the loss is that of the consignor.

The importance of the issue calls for special attention at
this point because there is a sales situation which has
been viewed by some as similar to consignment selling
and can become a legal problem for the consignor.
"Sale or return" as its is called, is a situation in which
the risk of loss passes to the consignee when the goods
are in his or her possession.

"True Consignment"
From court decisions over the years, certain points have
surfaced that are important in the determination of
"true consignment." They are:

1. The consignor is authorized to demand return of the
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Soiling by Mail Order

This Small Business Bibliography No. 3. Selling by Mall
Ordtir. Is major NOW= and provides a list of

4*lb:ot1ose and Inds assodations for persons
Istereited in siding by mail. It should los helpful in

;Nostablishing and probating a profitable mail order
busies& Space limits selection of listings; omission of a

publication implies no slight to other authors. Noss and
, ahilabIlity of listed publicstions are subject to change
:Without notice.

This Bibliography was prepared with the help of the
National Mail Order Association, Los Angeles, Calif.,
and.was willies by Paul Mucimk.s. president of Paul

/Mochnick Company in Los Awls..

*ail Order
-Iwn cords that both insPire. and excite the mind of
the business entrepremur. Mere so perhaps than any
otlwr business, mail order conjures up visions of
enormous wealth. easy living. and the proverbial ''pat
of gold- at tlw end of the rainbtiw.

4
There is a magica mystica magnetic attraction that
draws people to mail order. Like other lypes of
businesses. mail order has its advantage. .ind
disadvantagesits share of successes and failures. It
Is not a quick. easy. effortless road to riches.

Yet 11 is also true that mail.Oidei. as a.way of doing
has been good td many people. There are

f.'countiess success stories of people who have not only
'Made a good living selling products and services by
,.

'mail. but have, amassed fortunesstarting on a
kitchen table, a garage or spare room. It I. likewise
the led that many people attempt. flounder about.
'end lose money in the effort to'eStablish a successful
mail order enterprise.

.-Despite the. greater mobility of people throu&hout the
,Nation. the abundance of shopping centers. the
iconvenience tit telephone shopping. and boom and
1Trecession tamnomies. mail order'continues tO grow.
P.

Mail order sales total approxiniaiely $60 billion
innually.and represents about 12 percent of all

.t.ittisumner purchases. That's over a billion dollars a
ttek of products and services purchased by mail.

tbVhat Sells by Mail?
ere is. cif course. no single or simple answer to this
k: quetstioh:.The stories are common'of the

usual sales of iteilik-such as thelantiatinf pet rock.
d others. These are exceptions! k lIthnIng. they
not strike twice too often Generath Jjng.

U.S. Small Business Administration
Number 3

products that sell well by mail are usually those not
readily available in stores or other sources.

To discover such items requires studying many trade
publications, attending product shows such as
giftwares. housewares, stationery. jewelry. boutique.
and other consumer merchandise. contacting
manufacturers. and answering ads. Talk to friends,
relatives and business associates and use any other
means to find the elusive small order money-maker.

Make a thorough study of magazines and newspapers
and review the ads appearing there over a period of
time. Note ads that run consistently. month after
month or several times a year. Answer ads ihat are
particularly interesting. Carefully study the catalogs.
sales letters. brochures and sales literature received.
Study particularly all follow-op mailings received.
You must learn from the promotions of the successful
mail order firms that this will be a competitive market
and know well what the competition is doing.

Ideally. the most profitable mail order product is one
which customers will buy repeatedly. or a variety of
products from which customers may make repeated
purchases. Rarely. is a profitable mail order business
established through the sale of a single product or any
kind of one-shot offer.

Test, Test, Test to Maximize Profits
Once a product or product line has been selected. it's
time to promote sales. If the item is low priced, it
may be sold directly from the ad or direct mail. If it is
a more costly item. it may be necessary to first
advertise for inquiries, then follow-up the inquiries
with a letter and circular to obtain the. order.

Here again there is no hard and fast rule which
applies to every product. What works for one may not
for another. Only testing may reveal the most
profitable way to sell any product. In general. the
lowest cost way to sell a product by mail is through
media advertising. Advertising rates for magazines.
newspapers. and other media are shown in Standard
Rate and Data Service. (see Directories in this SBB)
together with mechanical requirements. closing dates.
circulation and other data.

When preparing advertising. use the best possible
photograph of a product. Describe it accurately.
honestly. and in a manner that makes it desirable to
the reader. Then price the product competitively and
you-are in business. Beat in mind that exaggerated



claims of quality. performance, construction, and
other features will be quickly detected and will do
more to turn off prospective customers than anything
else. In addition, Federal, State, and local government
agencies, es well as the Better Business Bureaus and
consumer groups constantly watch advertising and are
quick to take action against unsubstantiated claims or
infractions of any laws.

When and Where to Advertise
Use direct mail and media for advettising but' always
within a budget. Also, keep careful records of the
returns from ads and mailings. This will indicate
which ads pull and whether any season or time of
year produces better results than others. Letters,
circulars, catalogs Or other direct mail act es tests to
determine the best copy appeal, most effective art
work, right price, and other features.

Classified Advertising can be an excellent and low
cost means of testing new product's. In many respects,
it is the mail order operator's best friend. For
relatively smell sums several offers simultaneously
can be tested to determine which Work and which
don't. before investing in large-scale advertising.
Many people rely solely (and successfully) on
classified advertisin3.

AdvertisingWin or Lose
Whether it be magazine. newspaper. radio. TV,,direct
mail or other form of proMotion. nothing determines
the success of a Mail order enterpriie so ninch as its
mlvertising. Writing advertising copy. preparing art,
selecting media. determining pricie, and other factors
require long and succeSsfut experience in mail order
selling---and for this there is no:Substitute!

Generally. these are Abilities poisessed by 'advertising
agencies specializing in this field.. So.:select an
advertising.agencY carefully, and priMarily on the
basis of succesSfUll experience id-producing Profitable
moil order.advertising.

Selling by Direct Mail
Despite im:reasing costs of postage. printing. paper
and mailing'operations, direct mail continnes to be an
effee:tive and: profiiablt means of,selling. Mailing lists
covering virtually evdiy.'conceivable type,of market
and custoMer baiiare,aVallable from, a great variety of
sources. However..finding such lists is not always
easy.
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Publicity Can Be Profitable
So-called -free" publicity is largely a myth: yet
carefully prepared. properly placed publicity can
prove invaluable in producing mail order sales. Many
publications have special sections devoted to new
products where a product may be featured.

To capitalize on this sales opportunity requires
thorough knowledge of how to properly present a
product to editors. In a sense, the editor must be
-sold" on the value cf a product to the publication's
readers.

Simple as it sounds. successful writing and placing ol
product publicity is not a chore for the amateur.
Usually this service is performed by an advertising . !

agency or a specialist in this field. Here again
remember that experience usually pays off.

Direct Mail Advertising
The importance of direct mail In mail order selling is
obvious. Catalogs, sales letters, brochures. order
forms. broadsides. other sales literature contribute
substantially to the success of every mail order
enterprise.

.
If possessed of the ability to clearly, effectively, anck:;
persOasively communicate, write your own copy.
Many mail order people do. and often attribute their):
success to their own particular style of writing whicli
-brings in the,orders." That. of course, is the ultirnail
criterion.

.

If writing copy is not a skill of yours. recognize that
fact and seek the services uf competent professional
help. Ultimately. direct mail advertising7used
effectively-r,will determine the profitability of a ,

business.

Whether selling one. several or a large selection of :

products. sales will largely be the result of direct e;

mail. Use sales letters, brochures, and other sales .

literature to illustrate and describe a limited number
of products: use citalogs for, a large selection. .,

As in most businesses, quality usually costs more 130
pays the most. The successful operator looks first tol
make dollars rather than save pennies.

This does not imply reckless spending on advertisim
direct mail, and other promotion. Far from it! Don't
Cnvest in full color printing when one or two color9'
Will do the job. There is no need to use the costlie0
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papers. elaborate art, or engage in other extravagances
to sell profitably. Avoid going overboard in either
direction.

Keep Good Records
A word of caution: to succeed in mail order pay close
attention to details! But don't get bogged down in
them. Keeping accurate records, results of ads,
advertising costs, printing, postage, cost-per-order.
and other figures are important to the success of the
business. However, do it in the simplest. easiest, least
time-consuming way possible.

u, Repeat BusinessKey to Maximum
Profits

07 'Continuous profits come from Continuous sales. As
already suggested rarely is a profitable mail order
business established on a one-time sale. Below are
some of the ways to stimulate repeat orders at
minimal cost:

Never Forget. the Customer. The list of customers
built up is a most valuable asset. Use it to send offers
of merchandise at frequent intervals.

Use Package Stuffers.'A regular catalog or a special
offer rides "free" in outgoing orders. Since postage
.and packing costs already are being paid to ship the
merchandise. package enclosures can bring in new
sales and profits.

Offer .Quantity- Discounts.. Get larger.orders by offering
savings un quantity 'purchases. Every one loves a
bargain. A discount or a special price. a Premium for
an order over a given amount and similar incenthes
stimulate larger orders: Furtheirhore; gift ceitifidites
are often used profitahlY too, espeCially duting
Christmas and other holiday seasons..

Advertise on Envelopes. If you are enclosing
advertising-in the envelope, consider utilizing the
envelope itself to feature one or more specially-
selected offers. The additional Printing cost could
prove insignificant compared to the extra sales
Produced.

Use the Personal TOuch. Occasionally send
"personalized" letters-or mailingslo "best"

.,,customers. Make special offeresuch,as presenting
special priCes, and introducing 'new. Produ41 to them.
Consumers generally respond hiyorablY.to recognition,
attention, and interest in gin increasingly iMpersonal
World.
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Sum and Substance
Mail order can be profitable or unprofitable.
depending upon personal skills, ability. business
judgment, capital resources, imagination,
aggressiveness, and stick-to-it-iveness. One
entrepreneur may enjoy tremendous success
promoting a product, while another may fail
miserably. Usually. "it isn't the product. but what one
does with it" that makes the difference!

U.S. Government Publications
The following selectdd titles of publications are listed
under the names of issuing agencies. Some are free:
others are for sale. Request the free publications from
issuing agency, giving the publication's title and
series number (if shown).

GPOGovernment Printing Officeidentifies the for-
sale publications. These may be ordered from the
Superintendent of Documents. U.S. Government
Printing Office, Washington. D.C. 20402. For current
price write to Superintendent of Documents. Give the
publication's title, its series number (if shown), and
name of isiuing agency.,Check local libraries for
further listings of Federal publications and reference
copies of some of the titles. Many public libraries
keep selected publications,provided through the
Federal Depository Library System.

U.S. Small Business Administration
Washington, DC 20416

JBA issues several series of management and technical publications
designed for the owner-manager and prospeCtive owners of small
business. Listings of publications may be requested from SBA. P.O.
Box 15434. Fl. Worth. TX 76119.

Ask for SBA 115A Free Management Assistance Publications and
SBA-115B For-Sale Booklets. The lists are free and may be used for
ordering the free series from SBA or the for-sale booklets from the
Superintendent of Documents (GPO).

Listed below are titles in the various series that may be of interest
to persons engaged in selling by mail order.

Small Buainass Bibliography (4- to 24-page pamphlet). Free. Each
title deals With a specific kind of business function, giving brief
description of the subject operation along with approp:iate
bibliographic listings of selected references.

Handcraft:4881 1)
Home Business ($88 2)

Manageineet Aids (4- to 18-page- pamphlet). Free. Bach title gives
guidance oh a specific sublect for owners of small retail. wholesale:.
and service businesses.

Checklist joi Going Into Buiiness (MA 2.014)
KeepintReconlo in Small Business (MA 1.017)
PIonYour AcIveritising BudgIt (MA 4/118)



Library of Congress
Washington, DC 20540

A mail order oprator one who prepares materials to sell by mail,
frequently nee& to copyright printed materials. A list of copyright
publications is available upon NOW from the Copyzight Office.
Library of Congress. Washington, DC, 20450.

The Copyright Law°, the United States of Americo. Request price
from the Superintendent of Documents.

Federal Trade Commission
Washington, DC 20580

List of Publications. Free. Includes listings of publications such as
trade practice rules for many industries.

U.S. Postai Service
Washington, DC 20260

The folloWing booklets suPply general inforMation on post office
services, rates, and various office sizes. Some of these are available
in large post offices and local libraries.

International Mail: Request price froUi Superintendent of
Documents.Cciniains detailed infornaticia about postegs rates.
services avallehle, prithibitiOns, import restriations. and other
conditiotie goveffling miff to other Opuidiles:-The countries are
llsted'elplmbsticafly. with.theipiciflottequkemefits applicable to
mal addie.sid 40 eackaf thmSoldon aSubsCription basis only..
which includei the basic:baoliiiillooselest fOria;ind changes
issued as *required for,

re

Directory of Post pffices. Request price from Superintendent of
Documents. List of post offices, *ouches, and postal stations by
States,: counties. and ,alphabetkiellk by name.

Postal Bulletin: Issued weekly Wfiliisupplementary issues. Request
price from Sujierintendent of Documents. Covers such topics as:

hand ins of mail. Intended primadli.far. implores: also of
in regulation's. new *vice. and

value to lir* direct irail advertiserYan mail-order dealers.
. ,

Postal Service 'Windt!. 60131c4liej basis. link beekuud elitemes
service:for sit indefinite traitor": Cdataitie tegulatiOns and -

procedurefOr public use: @militia the servicesuiallable; stipulates
rateciad#00; aid presoribetcotiditiOnkunder which postel
serviCeidreAtvailaBeldfthelniblie,From'SOperintendent of Docu-

National ZIP CedaS:Dh;eatory. Ráqiiiitprii trdin Superintendent of
DocuMeits:',List iFJP.Cadelor. every:: meiltOg addreas in the United
States. ArriagerfeelPhabiticalkby Sfate*thin each Mete: .

coinPlati.lisiiiiiiiiilfidteirdEpeatrIficeijAppOicit*ifter each
StategiattiZIE.CodlifOreickaddlepi-lb.larger.citiel.-.andother
pertinent

De
Internal Revenu* Service
Washington, D.Ci,20220

Tax Culde:leitinall Besineii.Mesigned to asilst businesspeople in
t. Preparidit*dPedeieliiiilieiunikkir the calendar year. Annually
' in Dicembir.tRokiiiitiiiiiiii frOnOtinefintendent of Documents Of
local Didrict DireCtoeni Ipternelltieremie::.

Nongovernment Publications

Following is a list of books, directories, magazines,
and trade associations which may be helpful in
obtaining information about selling by mail order.
Many of the books.may be purchased from book
stores or directly from the publishers, but most are
available at local libraries. The publisher, address,
and price are given for direct.ordering although
availability and prices aro sidled to draw

Books

For additional listings, consult the Cumulative Book index Subjecl
Guide to Books in Print, and the Publishers Trade List Annual at
local libraries.

ARCO Publishing Company, Inc.
219 Park Ave.. South
New York, NY 10003

How to WM Success in the Mali Order Business. 1986. $S. Presents
profitwise techniques of mail order. including fundamentals of

i, organization, plant, equipment, supplies. butdest*
merchandising, sales promotion, legal requirements and record-

Mail Order Fortune. ore Mode Stern. Alfred, 101912A6.
Complete "how to" book on basics of mail order, covering
everything from locating saleable products to writing ads and
promotional lRerature. Order from Selective Pubs., Inc., P.O. Box
1140, Clearwater, FL 33517.

Crain Books
740 Rush si:
Chicago. IL 60611

Successful Direct Marketing Methods. Stone. Bob. 1975. $24.95.
Widely regarded as the modern "Bible" of direct response
advertising, this book reveals .how successful professionals use --
direct mail, space broadcast and other media to sell all kinds of
products. Included are over 100 illustrations, self-quizzes and case
studies.

Dartnell Corporation. The
4660 Ravenswood Ave.
Chicigo. IL 80840

Direct Mail & Mall Order Handbook. Richard S. 3rd ed.
$52.50. Comprehensive guide to every phase of mail advertising
and selling. Methods used by top professionals described in detail,
enabling you to adapt their ideas to your own needs to get results,
you seek.

McGraw-Hill Book Company
1221 Avenue of die Americas
New York, NY 10020

How to Start and Operate a Mail Order Business. Simon. J. 1978..,
$19.95. This updated text clarifies techniques of earning maxinnme-
profits and provides mail order operators with sound guidance for':
improving efficiency.

How to Write Advertising That Sells. Bedell. C. Id ed. 1975. $25.50..:`-
Describes what'ad copy should do and how it can be written to' do'
it- Mecums sellios strategies and methods for applying them in di
writing at effective ads.
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Planning and Creating Better Direct Moil. Yeck J. and J. Maguire.
4 1976. $19.95. Packed with ideas and methods for producing art and

copy that sells merchandise by mall.

Printing and Promotion Handbook. Melchor. D. and N. Larrick.
1970. $24.95. Encyclopedia of information vital to the preparation
of printing, production and related services used in mail order/
direct mail selling.

Prenticit.Hall. Inc.
Englewood Cliffs. Nj 07832

Tested Advertising Methods. Coles, John. $11.95. Revised edition
r of the copywriter's "Bible" removes advertising guesswork and

!" reveals proven selling techniques. Includes 82 pages of illustrations
of result-getting headlines, ads, and direct mall.

4.How I Made $1 Million in Moil Order. Gassman. E. Joseph. 1975.
v" $9.95. Practical. step.bystep system for successful mall order

promotion explained in detail by a man who started small and
achieved giant-size mail order success.

!Tab Books
P.O. Box 40
Blue Ridge Summit. PA 17214

My First 65 Years in Advertising. Sackheim, MaxwelL$9.95. Copy
genius who created "Book of the Month Club" ideaAplains why
his greatest ads were such huge successes and whit-Alley sold

. billions of dollars of merchandise. l"r
J-5

Directories
V' i'Mrtr

lasted here are useful directories for locating sources of supply.
services, and products. Some are available for reference at local
libraries. Publishers' names and addresses are provided for direct
ordering although availability and prices are subject tu change.

Mail Order USA
Box i9083

Washington. DC 20036

Mail Order USA. O'Callaghan. Dorothy. $7.00. Guide to 2000 top
mail order catalogs in the United States and Canada. Every type of
IfaIdlog and merchandise is listed.

.

B. Klein Publications. Inc.
liox 8503

(*.oral Springs. FL 33065

Mail Order Business Directory. Biennially. $45. Lists over 5000
, names. addresses. and basic facts about U.S. firms doing business

by mail. Buyer's names are shown and types uf merChandise sold.

Guide to American Direcioriei. 10th ed. $45. Lists over 5000
directories available as mailing lists and provides publishers'

cost, contents of:each directory.

:...Standard Rate & Data Service, Inc.
5201 Old Orchard Road ,.
Skokie. IL 60076

Direct Mail List Rates & Data. Semiannually. $92. Comprehensive
listing of mailing lists, arranged by sublect in consumer, business
and farm categories.

Consumer Magazines Ft Farm Publications. Monthly. $128. Listing of
advertising rates, publication closing dates, other data of
publications accepting advertising.

The fact that a publisher or firm is listed in this Small Business
Bibliography doss not indicate that the U.S. Small Business
Administration endorsee any such firm.

Magazines, Newsletters

Following ate some of the periodicals offering marketing and
management information related to various aspects of selling by
mail.

Adverdsing Age. Weekly. $40 a year $1.00 a copy. Crain
Communications, Inc., 740 Rush St, Chicago. IL 60811.

Direct Marketing. Monthly. $30 a yenr; $3.00 a copy. Hoke
Communications, Inc., 224 7th An., Garden City, NY 11530.

Direct Marketing Letter. Monthly. $45 a year. Janus Marketing
Communications, Inc., 1370 Longwood Rd., Lake Forest, IL 80045.

Mail Order Digest. Monthly. $42 a year. National Mall Order
Association. 5818 Venice Blvd., Los Angeles. CA 90019.

World Gift Review. Monthly. $14 a year. World Gift Review. 618
Mil St.. Union City, Nj 07087.

Mkit Newsletter. Monthly. $42 a year. National Mail Order
ge8 Venice Blvd., Los Angeles, CA 90019.
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Trade AssOciations

Trade associations are generally excellent sources of
information and assistance in their specific areas.
Some of the associations dealing with various phases
of mail sales are liSted below. Most will send
descriptive literature of their services, sample
publications, and membership requirements.

Direct Mail Marketing Association
8 East 43d St.. New York. NY 10017

Associated Third Class Mall Users
1725 K St.. N.W.. Washington. DC 20006

National Mall Order Association
5818 Venice Blvd.. Los Angeles, CA 90019

Single copies of Small Businesallibliographies are available free from SBA. P.O. Box 15434. Ft, Worth, TX MTh. Inibmaation presented is
.noncessary selective and no,Slighthi'intended toward mmerial not mentions& Bildiegrephise may be ilepriVint notrusedina Wilma
approval or disapprOvgbrthik4ency otany priVate orpnization. product or service. Credit to thil#.8... ,batneiso Adminiebraties
mill be appreciated'H this Bibliography Is reproduced.
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Determine Prices

rh,4"rmining prices for the products or services sold by your business is
Ad of am most challenging tasks facing the entrepreneur, especially the

novice. ikow much is paid by the customer for a product or service is the
sellinm price. Same essential questions to ask to set prices are:

What are people willing to payt

What is the break even point; when are expenses covered? .

Ham much profit do you want to make?

What is your competition charging?

Setting prices for a service-oriented business is a little different than
setting prices for products sold by a business. Both have same common cost
considerations.

Cknezfilidae-Beiting-nzisnents.

Cannon essential considerations when setting prices are:

operating' expenses
break even point
profit,

Aal the costs of running a business must be included in the price charged.
Another name of these costs is operating expenses: These costs include:

salaries
fees--to lawyers, accountants
rent (includes space in your house)
utilities, heat
repairs
depreciation oh any equipment
advertising/promotional expenses
general supplies
insurance

n
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A, person operating a service-oriented business needs to figure out on paper
the operating expenses incurred simply to keep the business going. Keep
careful records each month of all the money spent for the business and the
income received.

The price should include:

operating expenses
time investment/labor costs
profit

Bemember.to include the costs of heat, electricity, and rent even wten
working.fram your house. Bookkeeping and answering services, as well as
office supplies, gasoline, postage, and telephone expenses need to be
counted as busines0 expenses and figured into the price charged. Service
businesses ,erther'charge a flat fee or by the hour. In either case you
mast know What your hourly expenses are.

If you work full-time 8 hours daily, then you are working 168 hours a
month. The standard ;lumber of working days in a month is 21.

Adjust these figures to suit your cwn personal situation if you work more
time or part time.

Tb compute your hourly expenses take your total nonthly expenses and
divide by 168 to arrive at your hourly expense figure.

For example:

Total monthly expenses divided by 168 = hourly expense

Labor is a major portion of the service-oriented business's expense.
Figure out wilat your time per hour is worth for each task and include it in
the price.

Ybu nay decide to charge the hourly minima:wage, which is currently $3.35
per hour. If a task is complicated and requires a special expertise not
readily available you nay want to charge a high amount for your labor.
Keep in udnd this will elevate the price and same customers will either be
urwilling or unable to buy your service. Same entrepreneurs are willing to
charge less than mininan wage for their labor until they have established
their business reputation.

Ptofit should also be included in the price charged. A business cannot
continue to operate if it does not uake a profit. You will want to find
out the profit percentage made by other shmilar services and include a
comparable amount in your price.
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Tb arrive at the figure representing the price per hour to be charged:

1) Decide on the amount to charge per hour for your labor.
2) Add the amount of your hourly expense to the hourly labor charge.
3) Biocide what you think is a fair and competitive amount of profit;

add this to your other charges.
4) Arrive at the price to be charged per hour for the service you

are selling.

Exanple:

$3.55 + $3.55 + $1.40 -> $8.50 per hour

labor expense hourly profit price charged
per hour expense per hour

Praducl&kisintalikaineu.

Businesses selling produdts also have to keep their competition in mind and
determine the "going rate" for sknilar products sold in their area. The
profit percentage and business operating expenses are standard components
figured into the price charged for products.

The selling' price for products being sold should include:

cost of goods sold
operating ekpenses
pfofit

In retail businesses the difference between wholesale cost of the
merchandise .and the retail price is called =kw. Mark-up must cover the
costs of Operating the business and allow the business to make sane
profit.

The most common strategy used to set prices is called gross profit pricing.
This is the amount addad to theltudesale cost, and in this case can be
thought of as a mark-up. (lions profits must cover operating expenses. Nat
profit will be what,fs left over after paying out operating expenses. Net
profit is,the reward the owner expects_for all_the hard work and financial
invesbneni nade in the business. Part of the profit money will be used to
pay income'taxes and 'Sane will be reinvested in the business.

Bard goods are usually marked up 100%. Living products sueh as plants may
be marked up 100% to 300%.

'lb calculate the gross profit percentage or nark -up use this formula:

fielling.idar.mActlits = Gross Profit Percentage
Serl ing price

110_7_610. = 66%
$30

/31.
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%ben setting prices the entrepreneur will be aided by guidelines and

formulas. hoWever, other factors also need consideration. The price

charged 6 a ccapetitor is relevant to the price you can charge. You want

customers to buy goods or services through your business, not through your
competitors' businesses.

ThaJumakiticuLgaint is another important figure to calculate. Mat is the
udnimanamount you can charge simply to regain the costs you have had to
pay out to run the business? You will be able to determine this from your
records of business expenses and product costs.

%ben producti are not selling, the entrepreneur will need to mark down
prices to help speed sales. Sometimes an item will be marked below cost
simply to move it cut of inventory. Be sure custaners know the original
price so they can see the bargain they are getting. Nark downs make
customers happy.

§toek Turnover

Stodeturnover is the number of thnes inventory is sold and must be
replaced fin a year. It is an indicator of your business's health.

To figure your turnover rate, take the mita the goods sold in your
business in one year, and divide by the average cost of inventory carried
to learn your turnover rate.

The average cost of inventory figure can be calculated by first adding up
the wholesale costs of all Inventory on hand January 1. Next count and add
the wholesale costs of the ead-oflmonth inventories for the next 121nonths.
Add these tvto figures together and divide by 1$.
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For Exam le:

CbWholesale st of Aal Inventory on hand:
>

January 1 $ 900.00

Mbolesale Cbst of Inventory at End of
Each Mbnth for Next 12 Mbnths:

January 31 $ 1,000
February 28 900
March 31 800
April 30 950
May 31 1,050
June 30 1,100
July 31 1,150
August 31 1,300
September 30 1,050
Cbtober 31 1,000
Nbvamber 30 900
December 31 801

Tbtal
Grand Ibtal

$12,000.00
$12,900.00

Edvide the total wholesale inventory
costs by 13 to get the average cost of
inventory carried:

$12,900 divided by 13 = $992

Ljw you can figure whatthe turnover rate will be.

Take the total.cOste of the goods sold by your business in one year and
divide by the average cost of inventory carried.

QuaLoLibals_auld_ln_fang_teat= TUrnover rate
Amerage Cbst of Inventory Carried

SLUR = 11

$992

A law turnover rate may indicate not only slaw sales but a poor choice of
merchandise. Tbo high a turnover rate may indicate a need to buy in larger
quantities._ A business selling perishable items will went a turnover rate
between 9 and 12 times a year. In this way spoilage loss wdll be
mdnindzed, and more cash is available to buy merchandise to improve
inventory.
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Amity

Learning ham to set prices takes same business experience. The information
in this section is presented as a helpful guide; however, sane degree of
flexibility is needed. You need to set prices high enough to pay operating
expenses and give sane profit, but law enough that people ydll buy.

You wdll need to make same adjustments to your business if your cperating
expenses are too high.

f ran lion_Balsearenenzahias_thatuallanal
Businemizem_thuma, Susan P. Weis and
Kay S. O'Brien, Pennsylvania Department of
Education, Bureau of Vocational Education,
Harrisburg, Pa, June, 1983.
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What is the Best Selling Price?
U.S. Small Business Administration
Number 1.002

Direct Costing

The direct costing approach to pricing enables you to
start with known figures when you determine a price
for a new product. For example, suppose that you are
considering a price for a new product whose direct
costsmaterials and direct laborare $3. Suppose fur-ther.that you set the price at $5. The difference ($5
minus $3 $2) is "contribution." For each unit sold, $2
will be available to help absorb your manufacturing
overhead and your non-manufacturing overhead and to
contribute toward profit.

Summary

In setting prices, the goal should be to maximise pro-
fit. Although some owner-managers feel that an in-
creased sales volume is needed for increased profits,
volume alone does not mean more profit. The ingre-
dients of profit are costs, selling price, and the unit
sales volume. They must be in the proper proportions
if the desired profit is toabe obtained.

No one pricing formula will produce the greatest pro-
fit under all conditions. To price for maximum profit,
the owner-manager must understand the different
types of costs and how they, behave. You need up-to-
date knowledge of market conditions because the
"right" selling price for a product under one set of
market conditions may be the wrong price at another
time.

The "best" price for a product is not necessarily the
price that will sell the most Units. Nor is it always the
price that will bring in the greatest number of sales
dollars. Rather the "best" price is one that will max-
imize the profits of the ccmpany.

The "best" selling priCe should be cost oriented and
market oriented. It shouldbe high enough to cover your
costs and help you make a profit. It should also be low
enough to attract customers and build sales volume.

A Four Layer Cake
In determining the best selling price, think of price as
being like a four layer cake. The four elements in your
price are: (1) direct costs, (2) manufacturing overhead,
(3) nonmanufacturing overhead, and (4) profit.

Direct costs are fairly easy to keep in mind. They are
the cost of the material and the direct labor required to
make a new product. You have these costs for the new
product only when you make it.

On the other hand, even if you don't make the new pro-
duct, you have manufacturing overhead such as janitor

, service, depreciation of.mechinery, and building repairs,
which must be charged fo'old product& Similarly, non-
manufacturing overhead'such as sellingAd ad-

d.ministrative expenses (inc u ing your salaiy) must be
charged to yonr old,prodUCts.
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Price-Volume Relationship
Any price above $3 will make some contribution toward
you overhead costs which are already there whether or
not you bring the new product to market. The amount
,of contribution will depend on the selling price which
you select and on the number of units that you sell at
that price. Look for a few moments at some figures
which illustrate this price-volume-contribution relation-
ship:

Selling Price $5 $4 $4

Projected ules In units 10,000 30,000 15,000

Projected dollar sales $50,000 $120,000 $50,000

Direct costs ($3 per unit) $30,000 $ 90,000 $41,000

Contribution $20,000 $ 30,000 $15,000

In this eXample, the $4 selling price, assuming that you
can sell 30,000 units, would be the "best price" for your
product. However, if you could sell only 15,000 units at
$4, the best price would be $5. The $5 selling price
would bring in a $20,000 contribution against the
$15,000 contribution from 15,000 units at $4.

With these facts in mind, you can use a market-oriented
approach to set your selling price. your aim is to deem
mine the combination of selling price and unit volume
which will provide the greatest contribution toward
your manufacturing overhead, nonmanufacturing
overhead, and profit.

Complications
If you ran a nonmanufacturing company and could get
as much of a product as you could sell, using the direct
costing technique to determine your selling price would
be fairly easy. Your success would depend on how well
you could project unit sales volume at varying selling
prices.



However, in a manufacturing company, various factors
complicate the setting of a price. Usually, the quantity
of a product that you can manufacture in a given time
is limited. Also whether you ship directly to customers
or manufacture for inventory has a bearing on your pro-
duction and financial operation. Sometimes your pro-
duction may be limited by labor. Sometimes by Aquip-
ment. Sometimes by the availability of raw materials.
And sometimes by practices of your competition. You
have to recognize such factors in order to maximize
your profits.

The direct costing concept enables you to key your pric-
ing formula to that particular tesourcelabor, equip-
ment, or materialwhich is in the shortest supply. The

, Gail Manufacturing Company* provides anexample.

Establish Contribution Percentage
In order to use the direct costing approach, Mr. Gail
had to establish a contribution percentage. He set it at
40 percent. From past records, he determined that, over
a 12-month period, a 40-percent,contribution for each
price would take care of manufacturing overhead, non-
manufacturing overhead, and profit. In arriving at this
figure, Mr. Gail considered sales volume as well as
overhead costs.

Determining the contribution percentage is a Vital step
in using the direct costing approach to pricing. You
should review your contribution percentage periodically
to be sure that it covers all your overhead (including in-
terest on money you may have borrowed for new
machines or for building an inventory of finished pro-
ducts) and to be sure it provides for profit.

Mr. Gail's 40-percent contribution meant that direct
costsmaterial and indirect laborwould be 60 percent
of the selling price (100-40 is 60). Here is an example
of how Mr. Gail computed his minimum selling price:

Material
Direct labor

274
_±11g1

374

The 37 cents was 60 percent of the selling price which
worked out to 62 cents (37 cents divided by 60 percent).
The contribution was 25 cents (40 percent of selling
price):

Selling price 524
Direct costs 37$

25$

In this approach, raw material is given the same impor-
tance as direct labor in determining the selling price.

names in Aids are fictitions.

Value of Material

The value of the material used in manufacturing the
product has a bearing on the contribution dollars that
will accrue from each unit sold. Suppose, in the exam-
ple above, that the material costs are only 15 cents in-
stead of 27 cents while the direct labor costs remain the
same-10 cents. Total direct costs would be 25 cents.

In order to get a maximum contribution of 40
percentas Mr. Gail didthe direct costs must not ex-
ceed 80 percent of the selling price. To arrive at the sell-
ing price, divide the total direct cost by 60 percent (25
cents divided by .60). The selling price is 42 cents. With
this new selling price, the contribution is 17 cents (42
cents minus 25 cents for direct costs).

The point to remember is that when the material costs
are less, the contribution will be less. This is true even
though the same amount of direct labor and the same
amount of machine use is required to convert the raw
material into the finished product.

Contribution-Per-Labor-Hour
What happens if Mr. Gail is unable to operate the equi-
ment fully at all time? In order to maximize profits, he
must realize the same dollar contribution per direct
labor dollar, regardless of the cost of materials. To do
this, Mr. Gail could use the "Contribution per Labor
Hour" Formula for setting his selling prices.

In this formula, you determine a mark-on percentage to
use on your direct labor costs. This mark-on will pro-
vide the required contribution as a percentage of selling
price. For example, if direct labor is 10 cents and con-
tribution is 25 cents, then contribution as a percentage
of direct labor will be:

25 250%
10

The mark-on factor to use on direct labor costs is 250
percent of direct labor costs.

Now suppose that material is 15 cents and direct labor
cost is 10 cents. The selling price would be 50 cents,
figured as follows:

Material coots 154
Direct labor

254
Contribution
Selling Price

_LLA.31

50$

The "Contribution per Labor Hour" approach assures
Mr. Gail a 25-cent contribution for each 10 cents of
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realise a return of 1120 per machine hour in order to
cover its manufacturing and nonmanufacturing
overhead. When the full 5,000 hours are used, the 220
per-hour return will bring the company to its breakeven
point. When all the company's available machine hours
cannot be sold, its return per-machine-hour must be
more than WO.

Notice that in the above example, only' the breakeven
point is considered. There is no provision for profit.
How do you build profit into this pricing formula(

Itsturaowinveennents is a good approach. If the Gail
Manufacturing Company, for example. has Doss= in-
vested sod wants a 10.percent return, its profit before
taxes would have b be $30.000. Mr. Gail can relate this
profit goal to the mechineahour approach by dividing
the $10.000 by 1.000 (the available mschine hours). This
means that he needs $11 per machine hour as a mark-up
for profit.

Sidling Price For Product C
Now suppose that Mr. Gail wants to use the
oontribotion-per-machine-hour and profit-per-machine-
boor approach to set a price for product C. For product
C. the direct Mot cost per unit is $1.$0. Machine out-
put (or units per hour) is 1.25. required contribution per
machine hour is $20. and desired profit per machine
boor I. ii. The formula to set the unit selling price is:
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if Mr. Gail is to sot a 10 percout return on his in-
vestments before taxes. the selling price must be $43.97.

But suppose competitive factors mean that Mr. Gail can-
not sell product C at $43.97. In such case, he might:

(1) Not make product C if he can use the machine time
to manufacture another product which will give his
company its profit of 10 percentprovided. of course,
that he has orders for the second product.

(2) Reduce the selling price. if refusing orders for pro-
duct C gesso. that the machines will be idle. Any price
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grunter that $39.17 will generate some profit which is
better then no profit.

But vopposit that 539.17 Is also too high. Should Mr. Call
turn down all orders for product C at less than $39.17?
Not necessarily. If he has no orders to run on the
machines, he should accept orders for product C at less
then $39.17 because $18 of that price area contribution
to manufacturing and nonmanufacturing overhead. He
has to pay these costs even when the machines are idle.

Keep in mind that the direct costing method of setting a
price gives you flexibility. For example, Mr. Gail has to
get $43.97 for product C in order to make his desired
profit. But his price for that product can range from

1` $23.17 to $43.97 (or higher, depending on market condi-
, tions).

Any price above $39.17 brings in some contribution
toward profit. Mr. Gail can break even at $39.17. Any
price between $39.17 and $23.17 brings some contribu-
tion toward his overhead. And in a pinch, he can sell as
low as $23.17 and recover his direct costmaterial and
direct labor.

However. Mr. Gail must use this flexibility with care. It
takes only a few transactions at $23.17 (recovering only
direct costs) to keep him from maximizing profits over a
12-month period.

Market conditions will affect your pricing decision: but
the cost analysis formulas for setting selling prices help
you to maximize your profit.



Profit Costing and

Introduction
k This Md discusses costing and pricing of services to

assure that each job earns a reasonable profit, The
figures used in the tables and examples do not reflect
what your service costs, prices, and profits actually
would or should be. The figures are used to demon-
strate costing and pricing and are rounded off for fur-

(thee simplicity. Because of the importance and some-
times complexity of costing and pricing, it is good
business practice to coniult your trade association and
particularly, your accountant to learn what are the best
current practices, cost ratios, and profit margins in
your service business,

Costing Problems

Many small businesses are not making a profit today
tecause they do not know the basic concepts of costing
,and pricing. The situation is most serious in the service
business because each service performed has a different
cost. Frequently, the service business must bid for jobs
by making a price quotation in competition with simile;
businesses. Can you calculate your costs for your ser-
yice and quote a price that is competitive and returns a
profit?

Without realizing what they are doing, some business
owners set their selling price below their total cost. This
may result in more business for the company, but a loss
will be incurred on each sale. Occasionally, a small
business owner who lacks eknowledge of costing will
try to compensate by setting prices very high. The end
result is that the businessis not price competitive and
does not attract sufficient customers to survive. Fre-,

4tiently, a business earns a profit on some particular
;ervice and loses money on Other services without
knowing which services are earning a profit and which
iervices are inCurring a loss. The year,end income state-
nent combines the profitdend lostes from the various
iervices performed over tke Year. Therefore, it is im-
*ossible to determine the profitability of specifiC service
Otis from a year-end incomeitatement.

Jse a simplified approach to cost accounting that
efiects the needs of the email business and reports the
nst with a reasonable degree of aCcuracy. The total
'bat of producing any service is camposod 1f 'three

,

Pricing for Services
U.S. Small Business Administration
Number 1.020

parts: 1) the material cost, 2) the labor cost, and 3) the
overhead cost. Direct materials and direct labor +
overhead total cost of service.
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Cost Determination
Direct Material Cost The direct material cost is made
up of the cost to you for parts and supplies that are us-
ed on specific jobs. Once the list of parts and supplies
to be used is developed, a check with the supplier will
give an up-to-date material cost. The shipping and other
handling (storage, etc.) costs for the parts should be in-
cluded in the material cost.

Direct Labor Cost The direct labor costs include those
labor costs identified with a specific service job. The
labor cost involved in providing a service is determined
by multiplying the number of direct labor hours re-
quired by the cost per direct labor hour. It is very im-
portant to determine accurately the amount of direct
labor hours involved to complete the service; therefore,
you must use a time clock, worksheet, or a daily time
card for each employee to determine the exact amount
of labor time spent on each service job.

The hourly cost of direct labor can be figured (priced)
two ways. One, it can be the hourly wage only, with
fringe benefits, Social Security, Workers' Compensation,
etc., (all labor-related costs) allocated to overhead. Or
two, the hourly direct labor cost can include the hourly
wages plus the employer's contribution to Social Securi-
ty, unemployment compensation, disability, holidays
and vacations, hospitalization and other fringe benefits
(payroll costs).

By this second method, the added payroll costs for va-
cations, holidays and benefits are expressed as percent-
ages of direct hourly,wages. For instance, if two weeks
of vacation and ten holidays are given annually, this
amounts to four weeks per year or 7.7% (i.e., four
weeks off divided by fifty-two weeks 4 = 7.7%) of
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total labor cost was for time off. Thus, to determine the
total direct laboi cost per hour by this method, you
must add the prorated cost of the payroll taxes, work-
ers compensation, holidays and vacation pay, hospitali-
zation, etc., to the hiourly wage paid. As a rule of
thumb, the sum of the various payroll-benefit costs have
generally been in the range of 20% to 30% of the
hourly wages paid. It is more complicated to figure but
more precise to use the higher labor cost (including
labor related payroll costs in addition to-hourly wages
in direct-labor costs). The following table shows a sam-
ple calculation for figuring the total direct labor coat
using this more exact method.



ABC Repair Company

Table 1 Direct Labor Cost Calculation

111 121 (3) (4) ($) 181

Payroll Workers Vacation and Actual Direct

Hourly Taxes Compensation Total Direct Labor Holiday Cost per Labor Cost per

Wage 12% 3% Cost Per Year' Working Hour" Working Hour*"

$2.68 $.32 $.08 $8408.40 $.19 $3.27

3.28 .39 .10 7800.00 .23 3.98

3.40 .41 .10 8132.80 .24 .4.15

3.82 .43 .11 8852.80 .28 4.42

3.85 .48 .12 9214.40 .28 4.71

4.10 .49 .12 9798.80 .29 5.00

Total $50,003.20

640 hrs/wk X 52 wks/yr - 2080 hrs/yr

8.25% of Columns I + 2+ 3.

'Columns I 2 3 5.

Overhead Cost Overhead includes all job related costs
other than direct materials and direct labor. Your
overhead cost depends on which of the two ways you
figured direct labor Costs,'with or without the labor-
related payroll-benefits coats. If you,did not include
these expenses in direct labOr, then you must include
them in overhead. In OUr exaMples, however, these
labor-related costs ire included-in direct labor and not
in overhead. Either warthe effect on the total job cost
is the same, but your overhead'cost varies accordingly.

Because they may not know how to allocate (or assign)
overhead costs to the services performed, many small
business owner-managers miscalculate or avoid con-
sidering overhead coste.

,".

Overhead is the indirecycost of the service and is made
up, of indirect materials, indirect labor, and other in-
direct costs relatediO particular services. Indirect
materials are toO ininor;tO include as direct material
costs. Incidental supplies and tiachinelubricants are
exaniples::Indirect labar is the wages, salaries, and
other paYrOlkbenefittcosis incurredibyorkers who do
NOT perform the dervicebut WhOeuPport-the main ser-
vice function, suchrito; tlericel; ;,SUPPly, and janitorial
employees: Other:CostiMil*tiXes,'depreciation, in-
surande, and transportaiiMidie,elso part of the
overheadtoit becauieths servicecOst inaludes a por-
tion of all indiieckebitif(oyeihead): 'M181 projects total
riverhead forelibilerri6eiligi'oneifear.lb,figure the por-

-: tion of overliiiiirreliiiedfii4ertidUlar iervicei orlobs, you
allocate -theyariousi,dirlieed 'costs by, 'calCUlating the
overhead rite. -42 127

The way you calculate the overhead rate should relate
the overhead costs to the primary cause for the
overhead cost being expended, reflecting a reasonable
amount of total overhead to each service. The overhead
rate can be expressed as a decimal, as a percentage, or
as an hourly rate. The use of the overhead rate helps to
assure that all the overhead costs expended throughout
the year will be recovered as the business's services areip
sold throughout the year.

when higher paid employees work with more expensive
In a situation where employee wages vary a lot, as

equipment, the overhead cost is allocated on the basis of.
direct labor cost. This occurs because a large propor-
tion of the overhead cost will consist of equipment
depreciation (other indirect cost), interest on the capital
invested in equipment, and electrical costs. The
overhead rate is determined as follows:

(1) Overhead Rate - Total Overhead Cost
Total Direct Labor Cost

This is the most common method for allocating
overhead cost to the specific service performed. The
above rate is suitable for machine shops and auto repair' I
shops.

In some cases there is relatively little difference in the
hourly wages paid to different employea. In other
cases, no relationship exists between the level of the
worker's skill and the amount of equipment used by the.
worker. Under such circumstances, total overhead oist
may be allocated on the basis of direct labor hours as 2

follows:

(2) Overhead Rate - Total Overhead Cost
Total Direct Labor Hours

t41.
IfIV2,116:s4::, tZ-.



The above rate is suitable for businesses such as
'secretarial services or janitorial services. The overhead
costs result mainly from the workspace, supervision,

,and electricity that the workers need in order to provide
Ihe service. Using formula (2), it is possible to determine
the overhead cost per hour per employee.

,;

;Calculating the Overhead Cost In determining the total
'overhead cost, a small business should not depend sole-
ly on last year's income statement. Due to inflation and
business growth, last year's overhead costs do not ac-
curately reflect today's overhead cost. The best ap-
proach is to project the overhead costs for the near
future, that is, the anticipated overhead expenses for the
'next six months to one year. The projected overhead
cost will reflect additional administrative salaries, the
depreciation of new equipment that the business plans
to purchase, rent increases, energy cost increases, etc.
Table 2 shows projected overhead expenses for a small
business, ABC Repair Company.

The payroll taxes included in the projected overhead
expenses for the service business are only those paid on
executive and office salaries. The direct labor payroll
taxes, holiday pay, vacation pay, etc., are included in
the direct labor cost shown in Table 1.

ABC Repair Company .

['able 2 Projected Overhead Expenses

tor the Upcoming Year

indirect Materials
Office Expenses S 1.800
.Postage 450
Repairs 2.900
Shop Supplies 2.700
Utilities 2.400
elephone 4.400

$ 14.85"

Indirect Labor
Executive Salaries S30.000
Office Salaries 7.000
Payroll Taxes 12.000
Travel & Entertainment 700

49 700.

ither Indirect Costs
Accounting S 2.400
Advertising . 4.800

...Auto-Truck Expense (Transportation) 5.400
Depreciation 9.850
Insurance 1.240
Interest 2.580

;s, Licenses 650
Miscellaneous Expense 500
Rent 8.450

35.650
,

OVerhead 5100.000

To insure that all overhead costs are included. it is best
to project the overhead costs for a full fiscal year. This
aids in the treatment of expenses that occur only once
each year, such as business licenses.

Cost Calculation Example Perhaps the most common
type of service business is the repair business. The cost
calculation procedure illustrated here for the repair
business can be used for other types of service
businesses. The only precaution that needs to be taken
is that the appropriate overhead rate formula which
reflects the business's operation, as discussed above, be
used in the calculation.

It has been estimated, based upon previous experience.
that a specific repair job will require $20 of parts and 2
hours of labor by an employee whose labor cost is $5.00
per hour (These estimates will be used throughout this
Aid). As discussed earlier, the total cost of producing
any service is composed of: 1) the material cost, 2) the
labor cost, and 3) the overhead cost.

To determine the material cost (the cost of the parts).
check the cost of the part in your inventory or get a
price quote from your parts supplier. A parts wholesaler
is the source of the $20 material cost in this example.

To determine the total direct labor cost. the number of
hours of direct labor used is multiplied by the actual
direct labor cost per hour. An employee whose actual
direct labor cost is $5.00 per hour, including payroll
taxes and fringe benefits (see Table 1), requires two
hours to complete the repair job.

Labor Cost Direct Labor Cost per Hour X Hours Re-
quired

Labor Cost $5.00 per Hour X 2 Hours
Labor Cost $10.00

The projected overhead expenses were projected to be
$100,000 per year, as shown in Table 2. The nature of
the repair business is that overhead costs are most
directly related to direct labor costs than to direct
material costs. The total projected direct labor cost in-
cluding payroll taxes and fringe benefits was determin-
ed to be $50,003.20 (see Table 1). The formula selected
to determine the overhead rate based upon the direct
labor cost is:

(1) Overhead Rate = Total Overhead Cost
Total Direct Labor Cost
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= $100,000
$50,003.20

2.00



In most small businesses, the overhead rate is between
mie and two (i.e.. between 100% and 200% of the direct
labor cost). This is based upon the author's five years of
small business management consulting experience.
Businesses that are very labor intensive, such as a
janitorial service, will have an overhead rate much less
than 100%.

To determine the overhead cost allocated to a specific
job, the labor cost is multiplied by the overhead rate as
shown below.

(1) Overhead Cost - Direct Labor Cost X Overhead
Rate

- $10.00 X 2.00
$20.00

To determine the total cost of the repair job, the
material cost, the direct labor cost, and the overhead
cost are added together:

Material Cost $20.00
Direct Labor Cost 10.00
Overhead Cost 20.00

Total 21122

Pricing
Calculate thl profit and add it to the total cost to get the
price to charge for the service, in this case a repair job.
Prices charged by competitors (similar service
businesses), economic conditions of supply and deniand .

and legal. political: and consumer pressures all in-
fluence the profit you can.expect for your service and
hence the price you can charge for your jobs.' Inflation,
the amount of business you have (i.e., number of jobs),
and your productivity (theefficiency and quality of your
business and service) also 'all- affect your profit and the
way you figure your prices. i'ou can choose from
several pricing methods. Common business practice is
to express profit as a percentage of the base used for
pricing calculations no matter which pricing method
you use.

Pricing Alternatives In considering the total cost of the
repair job discussed above, the material cost can nor-
mally be Predicted with ahigh degree of accuracy.
Labor and'oVerhead cotts'cannot.be predicted with such
a high degree of eccuracy;'An einployee may not feel

. well on a given day. Or there-marhe an equipment
breakdown. Either will resUOn higher Allan expected
lebor costs. A provision to adjiist Tor fluctUating labor
and overh ad costs can be established through your ap-

proach to profit. The profit can be applied to the three
costs independently, allowing for variations in labor and
overhead costs among jobs. For example. a 10% profit
on material. a 30% profit on direct labor, and a 30%
profit on overhead can be used to determine the price of
the service.

Material Cost + Profit of Material

$20 + $20 X 10% - $22.00 $ 2

Direct Labor Cost + Profit on Direct Labor

$10 $10 X 30% $13.00 $ 3

Overhead Cost + Profit on Overhead

$20 + $20 X 30% $26.00 $ 6

$50 Cost $61.00 Price $11 Profit

The concept of applying a different rate of profit on the
three underlying costs (material, labor, and overhead) is
one method of dealing with the large difference in
predictability of costs that exists between labor and
materials in most service businesses. To reflect the fluc-
tuations in utilization and cost of labor and overhead
from job to job, your profit on labor and overhead
should normally be higher tha profits on materials.

Direct Cost Pricing With this method you set your sell-
ing price based on direct cost, that is, on direct materials
(DM) and direct labor (DL). DM of $20 plus DL of $10
equals Direct Costs of $30. Overhead (OH) costs are $20;
so to earn the $11 profit you need, your selling price
must be at least $31 above your direct costs. To find the ;
percentageof profit on direct cost to charge. divide
direct costs into overhead plus needed profit:

$31 ($11 + $20) $30 103 1/3%
(proof $30 X 103 1/3% a $30 X 1.033 a $11)

Profit Margin Pricing This profit rate is expressed as a
percentage of your full costs. Full cost is divided into
the needed profit to get the percentage of profit margin:

$11 $50 a 22%
Proof $50 X 22% - $11

Profit can also be figured as percentages of assets used
on the job. This method is called return-on-asset pric
ing. Thus, full cost per job plus the needed profit (rate ,

of profit times the amount of assets used per job) equals,''.
the job price: $50 + ($80 X 14%) $50 + $11 $61.
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ne of the most widely used pricing methods for service
riented businesses is time and material pricing. Time
expressed as the labor cost per hour, calculated as 1)

Ired labor (DL) and payroll-benefits (see Direct Labor
ost explanation), including 2) overhead (OH) costs not
tlated to materials and 3) needed profit. Material cost
'the direct material (DM) cost and overhead (OH) plus
1% for needed profit. (Note overhead has been
located to labor and materials.)

Ime: DL $5 per hr. X 2 hrs. $10
OH $7 per hr. X 2 hrs.

24
7 needed profit

$31

laterial: DM $20
OH _41

$23 + ($23 X 30%)
$23 + $9 (profit)

I most small repair businesses, there is not a large
nount of overhead cost associated with obtaining parts -

lsides a telephone call to order them. Charging a large
nount of overhead to parts may result in pricing
)urself out of the market.

By all these methods you are deriving a selling price for
your service. Sometimes however you start with the sell-
ing price already established by competition or
economic conditions. Then you must figure out the
most cost you can incur and still earn your needed pro-
fit.

Summary
The total cost of producing a service is composed of
direct material, direct labor, and overhead costs. This
cost information is used as a basis for setting prices and
profit. From alternative pricing methods you select one
that earns a satisfactory profit and is easy for you to
use. Given regulations, competition, and the economy,
you must have a pricing Arategy that keeps your service
competitive and profitable. The more exactly you figure
your costs and set prices, the greater your chances for
continued and profitable business.
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A Pricing Checklist for Small Retailers
U.S. Small Business Administration
Number 4.013

retail price, rather than cost. is ordinarily used in
calculating percentage markup. The reason for this is
that when other operating figures such as wages. adver-
tising expenses. and profits are expressed as a percen-
tage. all are based on retail price rather than cost of the
merchandise being sold.

Vhis Aid is a checklist for the owner-managevof a
*nail retail business. These 52 questions probe the
considerationsfrom markup to pricing strategy to
adjustmentsthat lead to corred pricing decisions.
Xou can use this checklistto establish prices in your
new store, or you can use it to periodically review
your established pricing policy..

A retailer's prices influence the quantities of various
items that consumers will buy, which in turn affects
total revenue and profit. Hence, correct pricing deci-
sions are a key to successful .retail management. With
this in mind, the following checklist of 52 questions has
been developed to assist small retailers in making
systematic. informed decisions regarding pricing
strategies and tactics.

'This checklist should be espeaially.useful to a new
'retailer who is making pricing decisions for the first
tithe. However, established retailers..including suc-
cessful ones, can also benefit from thiallid. They may
use it as a reminder of all the individtial pricing deci-
ions they should review periodically. And, it may also
e used in training new employees who will have pric-

ing authority.

The Central Concept of Markup
A major step toward making a profit in retailing is sell-
ing merchandise for more than it cost you. This dif-
ference between cost of merchandise and retail price is
called markup (or occasionally markon). From an
arithmetic standpoint, markup is celculated as follows:

Dullar markup = Retail price - Cost of the merchandise

Dollar markup
Retail pricePercentage markup =

If an item cost $6.50 and you feel consumers will buy it
at $10.00. the dollar markup is $3.50 (which is
$10.00$6.50). Going one step further, the percentage
markup is 35 percent (which is $3.50 + $10.00). Anyone
involved in retail pricing Should be as knowledgeable
about these two formulas aaabout the name and
preferences of his or lier best customer!

Two other key points about markup should be mention-
& First. the cost of merchandise used in calculating

Imarkup cOnsists of the base invoice price for the mer-
I Ctiandise plus sny transportation charges minus any

quantity and dash discountr given by the seller. Second,

Target Consumers and
the Retailing Mix

In this section, your attention is directed to price as it
relates to you; potential customers. These questions ex-
amine your merchandise. location. promotion. and
customer services that will be combined with price in
attempting to satisfy shoppers and make a profit. After
some questiorib, brief commentary is provided.

1. Is the relative price of this item very
important to your target consumers?

The importance of price depends on the
specific product and on the specific in-
dividual. Some shoppers are very price
conscious. Others want convenience and
knoWledgeable sales personnel. Because
of these variations you need to learn
about your,pustomers' desires in relation
to different Products. Having sales per-
sonnel seek feedback from shoppers is a
good starting point.

2. Are prices based on estimates of the
number of units that comsumers will
demand at various price levels?

Demand-oriented pricing such as this is
superior to a-At-oriented pricing. In the
cost approach. a predetermined amount
is added to the cost of the merchandise,
whereas the demand approach considers
what consumers are willing to pay.

3. Have you established a price range
for the product?

The cost of merchandise will be at one
end of the price range and the level
above which consumers will not buy the
product at the other end.

4. Have you considered what price
strategies would be compatible with
your store's total retailing mix that in-
cludes merchandise, location, promo-
tion, and services?
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5. Will trade-ins be accepted as part of
the purchase price on items such as ap-
pliances and television sets?

Supplier and Competitor
Considerations

yes No

0 0

This set of questions looks outside your firm to two fac-
tors that you cannot directly controlsuppliers and
competitors.

8. Do you have final pricing authority?

With the repeal of fair trade laws. "yes"
answers will be more common than in
previous years. Still, a supplier can con-
trol retail prices by refusing to deal with
non-conforming stores (a tactic which
may be illegal) or by selling to you on
consignment.

7. Do you know what direct compet-
itors are doing price-wise?

8. Do you regularly review competitors'
ads to obtain information on their
prices?

9. Is your store large enough to employ
either a full-time or part-time com-
parison shopper?

These three questions emphasize the
point that you must watch competitors'
prices so that your prices will not be far
out of linetoo high or too lowwithout
good reason. Of course. there may be a
good reason for out-of-the-ordinary
prices, such as seeking a special price
image.

0 0

A Price Level Strategy
Selecting a general level of prices in relation to competi-
tion is a key strategic decision. perhaps the most irnpor-

. tant.

10. Should your overall strategy be to
sell at prevailing market price levels?

The other alternatives are an above-the-
t -market strategy or a below-the-market
17' strategy.

7
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11. Should competitors' temporary
price reductions ever be matched?

12. Could private-brand merchandise
be obtained in order to avoid direct
price competition?

Yes No

0

Calculating Planned Initial Markup
In this section you will have to look inside your
business, taking into account sales, expenses. and pro-
fits before setting prices. The point is that your initial
markup must be large enough to cover anticipated ex-
penses and reductions and still produce a satisfactory
profit.

13. Have you estimated sales, oper-
ating expenses, and reductions for the
next selling season?

14. Have you established a profit ob-
jective for the next selling season?

13. Given estimated sales, expenses,
and reductions, have you planned in-
itial markup?

This figure is calculated with the follow-
ing formula:

1

O 0

initial markup operating expenses reductions profit
percentage

Net sales reductions

Reductions consist of markdowns, stock shortages. and
employee and customer discounts. The following exam-
ple uses dollar amounts. but the estimates can also be
percentages. and if the retailer desires a $4.000 profit.
initial markup percentage can be calculated:

534.000 56.000 54.000
initial markup percentage - = 44%

$94.000 + $6.000

The resulting figure. 44 percent in this example. in-
dicates what size markup is needed on the average in
order to make the desired profits.

U. Would it be appropriate to have
different initial markup figures for
various lines of merchandise'or ser-
vices?

You would seriously consider this when
some lines have much different
characteristics than other. For instance.
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a clothing retailer might logically have
MI different initial markup figures for suits,

shirts. and pants, and accessories.
(Various merchandise characteristics are
covered in an upcoming section.) You
may want those items with the highest
turnover rates to carry the lowest initial
markup.

Store Policies
Having calculated an initial markup figure, you could
proceed to set prices on your merchandise. But an im-
portant decision such as this should not be rushed. In-
stead, you should consider additional factors which sug-
gest what would be the best price.

Yes No17. Is your tentative price compatible rn
with established store policies?

Policies are written guidelines indicating
appropriate methods or actions in dif-
ferent situations. If established with
care, they can save you time in decision
making and provide for consistent treat-
ment of shoppers. Specific policy areas
that you should consider are as follows:.

18. Will a one-price system, under
which the same price is charged every
purchaser of a particular item, be used
on'all items?

The alternative is to negotiate price with
consumers.

19. Will odd-ending prices such as
$1.98 and $44.95, be more appealing to
your customers than even-ending
prices?

20. Will consumers buy more if multi-
ple pricing, such as 2 for $8.50, is us-
ed?

21. Should any leader offerings
(selected products with quite low, less
profitable prices) be used?

Ps. 22. Have the characteristics of an effec-.
tive leader offering been considered?

rdinarily, a leader offering needs the
following characteristics to accOniplish
its purpose of generating much'shopper
traffic: used by post:people, bought fre,

fl

0

0 0

quently, very familiar regular price, and
not a large expenditure for consumers.

23. Will price lining, the practice of
setting up distinct price points (such as
$5.00, $7.50, and $10.00) and then
marking all related merchandise at
these points, be used?

24. Would price lining by means of
zones (such as $5.00 - $7.50 and $12.50
- $15.00) be more appropriate than
price points?

25. Will cent-off coupons be used in
newspaper ads or mailed to selected
consumers on any occasion?

28. Would periodic special sales, com-
bining reduced prices and heavim
advertising, be consistent with the
store image you are seeking?

27. Do certain items have greater
appeal than others when they are part
of a special sale?

28. Has the impact of various sale
items on profit been considered?

Sale prices may mean little or no profit
on these items. Still, the special sale may
contribute to total profits by bringing in
shoppers who may also buy some regular-
price (and profitable) merchandise and
by attracting new customers. Also, you
should avoid featuring items that require
a large amount of labor, which in turn
would reduce or erase profits. For in-
stance, according to this criterion, shirts
would be a better special sale item than
men's suits that often require free altera-
tions.

29. Will "rain checks" be issued to con-
sumers who come in for special-sale
merchandise that is temporarily out of
stock?

You should give particular attention to
this desision since rain checks are re-0 quired in some situations. Your lawyer
or the regional Federal Trade Commi-
sion office should be consulted for
specific advice regarding whether rain
checks are needed in the special sales
you plan.
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Nature of the Merchandise

In this section you will be considering how selected
ch.iracteristics of particular merchandise affect planned
initial markup.

30. Did you get a "good deal" on the
wholesale price of this merchandise?

,

31. Is this item at the peak of its
popularity?

32. Are handing cid selling costs
relatively great due to the product be-
ing bulky, having a low turnover rate,
and requiring much personal sell-
ing, installation, or alterations?

33. Are relatively large, levels of reduc-
tions expected due to markdowns,
spoilage, breakage, or theft?

With respect to the preceding four ques-
tions, "Yes" answers suggest the
possibility of or need for larger-than-
normal initial markups. For example,
very fashionable clothing often will carry
a higher markup than basic clothing
such as underwear because the par-
ticular fachion may suddenly lose its ap-
peal to consumers.

34. Will customer services such as
delivery, alterations, gift wrapping, and
installation be free of charge to
customers?

The alternative is to charge for some or
all of these services.

Yes No

0 0

0 0
0 0

0

0 0

Environmental. Considerations
The questions in this section focus your attention on
three factors outside your business, namely economic
conditions, laws, and consumerism.
33, If your state has an unfair sales
practices act that, requiresminimum
markups on certain merchandise, do
your prices comply with this statute?

36. Are economic conditions in your
trading area abnormal?

Consumers tend to be more price-
conscious when the economy is depress-
ed, suggesting that lower-than-normal
markups may be needed to be corn-

fl
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petitive. On the other hand, shoppers are
less price-conscious when the economy
is booming, which would permit larger
markups on a selective basis.

37. Are the ways in which prices are
displayed and promoted compatible
with consumerism, one part of which
has been a call for more straightfor-
ward price information?

38. If yours is a grocery store, it is
feasible to use unit pricing in which
the item's cost per some standard
measure is indicated?

Having asked (and hopefully answered)
more than three dozen question, you are
indeed ready to establish retail prices.
When you have decided on an ap-
propriate percentage markup, 35 percent
on a garden hose for example, the next
step is to determine what percentage of
the still unknown retail price is
represented by the cost figure. The basic
markup formule is simply rearranged to
do this:

Cost = Retail price Markup

Cost =100% 35% 65%

Yes No

O 0

O 0

Then the dollar cost, say $3.25 for the
garden hose, is plugged into the follow-
ing formula to arrive at the retail price:

$3,25Retail price = Dollar cost
= 65.00

Percentage cost 65% (or.65)

One other consideration is necessary:

39. Is the retail price consistent with
your planned initial markups?

Adjustments
It would be ideal if all items sold at their
original retail prices. But we know that
things are not always ideal. Therefore, a
section on price adjustments is
necessary.

40. Are additional markups called for
because wholesale prices have increas-
ed or because an item's low price
causes consumers to question its quail-
tY?

41. Should employees be given pur-
chase discounts?

14 7
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2. Should any groups of customers,
uch as students or senior citizens, be

givon purchase discounts?

43. When markdowns appear necess-
ary, have you first considered other
alternatives such as retaining price but
changing another element of the retail-
ing mix or storing the merchandise un-
til the next selling season?

44. Has an attempt been made to iden-
tify causes of markdown so that steps
can be taken to minimize the number
of avoidable buying, selling, and pric-
ing errors that cause markdowns?

45. Has the relationship between tim-
frng and size of markdowns been taken
into account?

In general, markdowns taken early in the
selling season or shortly after sales slow
down can be smaller then late
markdowns. Whether an early or late
markdown would be more appropriate in
a particular situation depends on how many
consumers might still be interested in the
product, the size of the initial markup..3nd
the amount reMaining in stock.

46. Would a schedule or automatic
markdowns after merchandise has been
in stock for specified intervals be ap-
propriate?

47. Is the size of the markdown "Just
enough" to stimulate purchases?

This question stresses the point that you
ha% e to Observe the effects of markdowns
so that vim can know what Size
markdowns are -just enough" for
different kinds of merchandise.

48. Has a procedure been worked out
for markdowns on price-lined merchan-
dise?

49. Is the markdown price calculated
from the off-retail percentage?

This question gets you into the
arithmetic of markdowns. Usually. you

Yes No

0 0

0 0

0

Yes No
first tenatively decide on the, percentage
amount price must be marked dawn to
excite consumers. For example, if you
think a 25 percent markdown will be
necessary to sell a lavender sofa, the
dollar amount of the markdown is
calculated as follows:

Dollar markdown - Off-retail percentage x Previous retail price

Dollar markdown 25% (or .25) x $500. - $125.

Then the markdown price is obtained by
subtracting the dolar markdown form
the previous retail price. Hence, the sofa
would be $375.00 after taking the
markdown.

O 50. Has cost of the merchandise been
considered before setting the markdown
price?

This is not to say that a markdown price
should never be lower than cost. on the
contary. a price that low may be your

47' only hope of generating some revenue0.,
titom the item. But cost should be con-
:si4e0d to make sure that below-cost
inarkdo*A, prices are the exception in
your stpro.yOler than being so common
that your totaVprofits are really hurt.

..

C 51. Have procidures for recording the
dollar ameunts. percentages. and prob-
able causes of markdowns been set
up?

Markdown analysis can provide
information for assist in calculating
planned initial markup. in decreasing errors
that cause markdowns. and in evaluating
suppliers.

0

0 0

52. Have you marked the calendar for a
periodic review of your pricing deci-
sions?

Rather than making careless pricing
decisions. this checklist should help you lay
a solid foundation of effective prices as you
try to build retail profits.

0 0

0 0

Copies of this Aid and other publications are available from SBA for a small processing fee. Order forms 115A and 115B can be obtained freefrom SM.
P.O. Box 15434. Fort Worth. TX 76119. Aids may be condensed or reproduced. They may not be altered to imply approval by SM of anyprivate OTganiza-
tion. product or service. If material is reused. credit to SM will be appreciated.
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Goal 10.0 To understand financial management and planning

Competencies:

10.1 Plan cash flow to provide funds to meet expenses

10.2 Use breakeven analysis for planning

10.3 Invest excess funds

149



Plan Cash Flow

Finaneial Planning

Financial planning is crucial for a successful business operation. You
will need to consider the amount of money actually needed to start your
business. Another very important component of planning and budgeting is
the cash flow. Very simply stated, cash flow is the influx of money into
your business from sales or borrowing to meet the expenses of operating
your business, causing cash to flow out of it.

[Income

Sales

[Borrowing,

Business
Operations

Inventory Costs

limns

Taxes

Interest

16.

InimmIlan_numing

It may be at this point you mill actively seek infonmation offered through
continuing education resources, your state's small business resources (nost
likely a part of the Departnent of COmmerce) and the United States Small
Business Administration.

You will get the infonmation to fill out the daily cash sheet from same of
your records--sales slips, customer account forms, and checking account
records. On the left side of the form, you list the money caning into the
business that day. The amount of cash is the money coming in fran
customers %to pay for products or services at the sane time they buy. The
credit sale is the money coming in from a customer %to charged the product
or service and will pay for them at a later date.

On the right side of the fonn, list all the money going out of the
business. This might include salaries, utilities, eqpipment, inventory,
advertising, and other, expenses.

By filling in a cash sheet every day, you can prepare business reports for
yourself, the bank, and the government. You can look at your financial
reports %ten you want to make an knportant business decision.
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thee you start your home-based business, you vdll need to keep a tile of
your empsid business bills. File bills In order by the date that the bill
melds to be paid; then atm payliqg year bills write your cheeks in that
order.

Tea am, also wait te keep a separate mord or ledger for each type of
palmist beleglouie. Oa this fommyou will record every time awry is paid
out. Mayes prepare yesrly finencial reports, you can easily add up all
the figures en the pep amd determine the total amount spent on a certain
item for the year.

A simple reseed haply "stem is adequate for the beginning hone
entrepreneurs it is mulled a single-entry system. An office supply store
shard have a single-entry system available.

Mk/ Mr
arspleg your ismar.based business suesessiul Is a cley-in, day-out job.
lesidos all the other thimgs you should do to keep the business running
smsethty, you hors %tummy your business suesessful by smiting sure you have
imam* 'ash, haply your profits up and your oats dcwn, and knproving
year pretests end melees.

Ihm, small buslassees here leash flan" problems at ono thus or another. A
sash flow problem ossmrs 'hen the cash is flaring out of the business
faster thou ft is !left in. In other words, the business owner has to
pay bills promptly every month, bat the eistomers aro slow to pay the owner
'homy they owe.

The mese you will umat te keep trask ot the cash on band In your business
is to be mired that you will have enough money towel your business
some& It is resemmeaded that you animate your cash flow at least
fewommas ahead. Par larger balms seterprises sans experts recommeod
sethmalleg the eaturebnsisses plans and menses over a five year period.
This soy net be pesetioal or feasible tor the small business person or hcme
entrepreneur. llover, it sight be uortbehile to sake future predictions
for your business, loskimg ahead al least emir year.

It yes projeet the yea will have tiara cash you nmy wish to Invest In
*proving year business, or to put the entre cash In short-tenn Investments
to ears some interest.

(Inversely, it your business Is having cash flow problems, and your future
prolootlems indicate a cash shortage, you nmy have to borrow noney to keep
vim. Falai interest on borrowed money Is a significant business ovpense
tor the boas entrepreneur.
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A good way to keep track of your cash flow is to use a cash flow statement.
Follow the record of your business on a daily cash sheet. Figure out a
cash flaw statement for the past few months of your business operation.
Estimate or project a cash flow statement for the caning months.

A projected cash flow statement follows. It shows the cash you expect to
take in and pay out in the next three months.

Tb figure the amount of cash an hand at the end of the month, subtract the
total expenses for the month frau the total revenues for the month.

IguiLimilingLid..thiLAnfLaLihitzenvilatiaLxAah.21

(ltsh Flow Statement

(projected for next three months)

Date:.

Ciall.fraenuel

Cash on hand fram previous month
Revenues fran custaners
Revenues fram interest

Tuailkunlits.

Cludliaygrat

Salaries to employees
Supplies
Advertising
Building Expenses
Utilities
Other Expenses

Total Expenses

oetober Novenber December

110100 588 30 890 10
5110100 5000 00 7500 00

i

18150 17 00 30 00
5238150 5605 30 8220 10

2540120 2540_20 2540)0
2000 00 2200 00 3200 00_
80 00 70 00 120 00
0 00 0 00 0 00

25 00 50 00 85,00
100_00_25 00 55,4.0

4650 20 4915 0 8045_20

CASH CN HAND AT WE END CF ME 11111M 588 30 690 10_ 2174 90_
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To help solve cash flow problems you mill find it necessary to look for
ways to economize and lower your business operating expenses. You may
consider raising prices as another way to increase revenues.

You will want to consider same alternative financing sources that are
available to small businesses. If suppliers offer an extended thne
period for payment of bills, they are offering a fonn of.credit that is
really short term financing. %ben suppliers extend this kind of credit
it is called "trade credit." Trade credit is coe of the largest sources
of mall business financing available. Trade credit will only be
continued as long as you maintain good relations with your supplier and
pay your bills on thme.

.1

By negotiating with your supplier you may be able to arrange terms to
repay in 30, 45, 00 or 90 days. If your supplier agrees not to change
interest if payment is made during the agreed thme period, you have been
extended short temm financinuthat will be beneficial to your business
during a cash flow crisis.

You may need to borrow money from a personal friend or relative. You may
need to borrow fram a lending institution such as a bank or commercial
finance ccmpany.

There are several ways to solve a temporary cash flow problen to help
avoid making a loans

--Cet eustamers to pay their bills more quickly.
credit extended to customers.

- -Cht down on goods ordered for inventory or resale.
Negotiate with suppliers for extended credit terms.

- -Search fOr ways to cut operating expenses.
- -Reduce your omn salary.
-=Use profits to reinvest in the business.
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Simple Breakeven

ummary
Break-even analysis is not a panacea. It doesn't tell
you if your costs are out of line. It tells you only what
sales volume you need to cover fixed costs.

It is, however, an excellent starting point for finding
out where you are and, more importantly, where you
can go. It's a good first step to planning.

Analysis for Small Stores

This Aid, presented a$ a conversation between a
business counsellor (C) and the owner-manager of a
small store (0-M), discusses a simplified method of
calculating the break-even point for a small retail
operation. While thil 'method ii not appropriate.for
manufacturers or large retailers, it.provides a finan-
cial planning takeoff point for small stores.

0-M I'm ready to expand. I've just had a great
fourth quarter. I've got a chance to move to a
larger store in a good location. I really think
I'm on my way. Still, though, I don't want to
take any unnecessary chances and lose what
I've built up these first three years. What do
you think I should do?

C: Let me answer your question with a ques-
tion: What's your break-even point now and
what will it be if you assume the added ex-
pansion cost?

0-M:

0-M:

C:

O-M:

C:

0-M:

C:

U.S. Small Business Administration
Number 1.019

Yes, that's a fact, too. But mine was outstan-
dingit was the best I've ever had.

I'm sure it was, but it can distort the pic-
ture. If you're relying on your bank balance
for a feel for your break-even point, you
may just be guessing. Many things influence
your bank balance that may not necessarily
have a direct bearing on the break-even
point for you store. Seasonal fluctuation is
just one of them.

There are more?

Sure, capital expenditures, extraordinary
repairs, unusual outlays ...
Okay, I get the point. My bank balance is
meaningless. I shouldn't expand.

We don't know that yet. After we find out
what sales volume you'll need to break even,
then you'll tell me if you ought to expand or
not.

0-M: Some counsellor. First you tell me I don't
know what I'm doing and then you expect me
to advise me on expansion.

Break-even Analysis Is Not
a Substitute for judgment

I'm not exactly sure, but after that last quarter
I've got money in the bank and I'm paying all C:
my bills on time.

What Bank Balances May Not Reveal
c: rm glad to hear you're in good shape, but

you can't make an !ntelligent expansion
decision based on your bank balance at a
given moment.

0-M: You ought to know, but why not?

C: Take your balance now, for example. It's a
lot better than it was at the end of the.first
quarter, isn't it?

Sure, but the first quarter's usually slow. It' a
fact of retail life.

r:

You're wrong on the first half of that; I
know you know retailing. But, yes, you'll
decide on the basis of your business
knowledge and judgment whether or not ex .
pension now makes sense.

I must be doing something right. I'm still in
business.

Exactly. You've made it through some of the
toughest business years, the first ones. And
you're showing a fair profit. I think you've
got a real flair for merchandising.

0-M: Please, you'll make me blush. What about this
break-even thing?

What Break-even Means
C: And the fourth quarter is usually good,- C: Break-even is simply the point where costs

right? 141
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louover a relevant sales range. To
calculate this point you must work with on-
ly two factors, fixed expenses (like in-
surance or rent) and variable costs (like cost
of goods or sales commissions).

I sure wish my costs were fixed. Everything
goes up for me. My insurance, for example,
looks likes it's going up 25 percent over last
year.

Fixed and Variable Costs
c:

0- :

C:

0-M:

C:

C:

Well, actually "fixed costs" is something of
a misnomer. Sure, rents, property taxes, in-
surance, even the salary you pay yourself
may finctuatebut on a yearly basis and not
in relation to sales. For the purlose of
break-even analyeis every cost that doesn't
vary in relation to sales is call "fixed." Your
rent, for instance, stays the same for the
year whether you aell $250,000 or $2.50
worth of goods, though we know some.rents
are tied to voluMe and vary. The same is
usually true of utilities, depreciation, and
similar expense items.

I see the point. Variable costs, then, are
basically my cost of sales? I have to buy more
if I sell more. If I paid commissions. I'd be
paying more for more sales, and that sort of
thing.

That's right. There can be other variable
costs, but we're simplifying. In addition,
you'll probably find costs that seem to be
part variable, part fixed.

You mean they're "semi-variable" or "semi-
fixed?"

Yes, they're costs that remain fixed up to a
certain sales volume and then jump as that
volume is exceeded. For example, office
costs, or delivery expenses may fit in this
category.

How do I treat them?

Use your good business judgment and split
them between fixed and variable costs in
what you consider a reasonable proportion.
The iMportant thing to hold in mit for
simple-braak-eVen analysis is to keep it sim-
ple. OversiMplicityia,'Of course, a drawback
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0-M:

C:

of this method. But simple break-even
analysis really helps you to see your way in-
to a planning problem and to establish its
perimeters.

I like the idea of simplicity, but I don't think
break-even sounds simple so far.

I think you'll see how easy it is if we work
through an example. Here, take a look at
this hypothetical income or profit and loss
statement for the B-E Retail Store.

B-E Retail Store
Income Statement
For the year ending December 31, 19

Item Amount

Sales
Cost of Sales
Gross Profit

$60,000
42,000
18,000

Percent

100
70
30

Expenses:
Rent $ 1,800 3
Wages 12,600 21
Utilities 2,400 4
Insurance 1,200 2
Taxes 600
All Other 600 1

Total Expenses 19,200 32

Loss for Period ($ 1,200) (2)

0-M:

C:

B-E doesn't seem to have broken even.

Correct. Let's find out what kind of sales
volume B-E needed to break even in that
year. For simplicity (there's that word
again) let's consider cost of sales (which is
70 percent of sales) as the total variable
costs and the expense items of $19,200 as
the fixed costs. We cakulate the break-even
point by using an algebraic formula.

0-M: A simple one, I hope.

C: Of course. It's just S F + V, where:
S Sales at the break-even point,
F - Fixed expenses, and
V Variable costs and expenses as a per-
cent of sales.
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C:

All right, we know B-E's variable and fixed
costs. How do we get sales?

Let's plug in the figures:
S $19,200 + .70S
10S . $192,000 + 7S

Excuse me, 10S?

I multiplied the whole equation by 10 to get
rid of the decimal fraction, because I think
it's easier to work with whole numbers.
Anyway, we get:
105 - 7S $192,000
35 $192,000
S $84,000

B-E needed $64,000 total sales to break even?
Anything less, they'd have a loss; anything
more they'd make a profit?

You've got it. Let's check it, though, just to
confirm it:
Sales $84,000
Less Cost of Salmi 444,800 (70% of sales)
Gross Profit $19,200
Less Expenses 419,200
Profit or Loss $0

Okay, so B-E has broken even. I think they'd
like to make a profit. I know I do.

C lculating Break-even for a
G yen Profit
C: We can find out what kind of sales B-E

needed to make a profit using the formula
again. Leaving the other figures the same,
let's put-in a modest profit-say,
$9,000-and see what sales they needed. The
formula now looks like this:
Sales - Fixed Expenses + Variable Costs +
Profit.

You just add the desired amount of profit in?

Yes, really it affects the break-even point
just like a fixed expense:
S. $19,200 + .709 + $9,000 (desirsd piofit)
10S $192,000 + 7S + $90,000 (multiplied
by 10 to eliminate,fraction)

C:

13-M:

C:

13-M:

33 $282,000
S . $94,000

May I check the figures this time?

Certainly.

All right, let's see:
Sales
Less Cost of Sales
Gross Profit
Less Expenses
Profit

Convinced?

$94,000
-$65,800 (70% of sales)
$28,200

-$19,000
$ 9,000

Yes, I can see how this formula can help you
find how much you need to sell to break even
or make a given profit, but what about my
problem?

Break-even Analysis for Planning
C: Break-even analysis is just what you need.

It's primarily a planning tool. I've looked at
your Income Statement and divided it into
fixed and variable costs. As I see it, your
cost of sales, which We'll consider as your
total variable costs, comes to about 60 per-
cent of sales. Your fixed expenses ran about
$60,000. So for last year:
S $60,000 + .605
105 $600,000 + 65
4S - $600,000
S $150,000
You had to sell only $150,000 worth of mer-
chandise to break even.

0-M: As you can see. I sold $200,000 worth, but I
didn't make a $50,000 profit.

C: Right, you made a $20,000 profit just as the
bottom line indicates. Remember, you still
had those variable costs on sales even after
all of your fixed expenses were covered at
the $150,000 level.
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Oh, I see, it's like this:
S F + V + Profit
S $60,000 a .60S $20,000
10S $600,000 + 6S + $200,000
4S $800,000
S $200,000
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C: Now you've got it. Let's consider your ex-
pansion question. How much will your rent
increase?

Using Break-even Analysis to
Examine Expansion Feasibility

GM:

GM:

C:

It would be about $5.000 more. I figure the
utilities for the larger space will be $2,000
more than I paid last years. Taxes, the

..!'fixed" ones, I expect to run about $1,000 GM:
more and my insurance will increase about
$500. I also think I may need to hire another
sales person.

C: Let's say you do. What do you plan to pay?

Only $5,000 more than I did last year? I can 11)
do that easily.

And be $20,000 in profits worse off than last
year. Let's put last year's $20,000 profit
inin an expansion you still might want to
do at least as well:
S $77,300 + .02S + $20,000
100S a $7,750,000 + 025 + $2,000,000
385 .$9,750,000
S $257,000 (approximately)

Hm, that's approximately a 25 percent sales
increase just to make the same profit as last
year.

Business Judgment Still Necessary
GM: I'd pay an experienced sales clerk about C:

$9,000. I'm toying with the idea of instituting
a 2 percent commission on sales as an incen-
tive. too.

All right. We know it's not as simple as GM:
we'll lay it out, but I think the analysis will
give you an idea of whether or not to ex-
plore the expansion idea more carefully and
in greater detail.

0-M: Fine.

C: Your fixed expenses will rise by $17,500, if
you include hiring another employee. That
brings them to $77,500, assuming no other C:
increases from last year's $80,000. For
simplicity's sake let's assume your cost of
sales (your variable costs) will increase only
by the 2 percent commission. That means 82
percent of sales for variable costs. So:
S $77,500 + .82S
100S - $7,774,000 + 02S (multiplied by 100
to eliminate fraction)
38S - $7,775,000
S $205,000 (approximately)

Do you think you can boost sales by that
much? Perhaps you see long range benefits
from expansion that Justify sac ificing some
profit for the short run.

I'm not sure. I'll have to give it more thought,
look at the trends in my business and in this
area. My pricing policy may need adjustment.
Maybe I can cut some costs. But now at least
I've got a starting point, a dollar figure I can
work with and from. Most importantly of all.
I have a technique to help me attack my pro-
blem and help point me toward a rational
decision.

That's what break-even analysis is all about.



Invest Excess Funds

Introduction

A business should create wealth. One wey to do this is through investment.
There are three basic categories of financial investments. They are:

1. portfolio investments,
2. real estate investments, and
3. investment in business.

A business must look at all its choices. It then chooses the best one or
ones to meet its needs and goals at that time. A business ndght make an
investment one year that it would not choose anr her year. Investment in
human resources is also discussed.

POrtfolio Investments

In business, the term "paper" means a pledge to pay. The pledge or paper
can be sold or traded, making it negotiable. For example, a check is a
type of "paper" because it pramises to pay with money that is in your bank
account. It is negotiable because it can be traded to someone else for
cash or for something of equal value.

A business portfolio consists of its "paper" investments. A portfolio can
include b 'h short-term and long-term investments. Short-term investments
usually mk.n from one to five years. Long-term investments mean more than
five years.

There are eight kinds of investments which involve "paper." They are:

1. share accounts
2. U.S. Treasury bills and obligations
3. fedtral agency notes
4. bank time deposits and certificates of deposit
5. cammercial paper
6. bonds
7. common stock
8. mutual funds (

Fixed-Income
Paper Investments

Growth-Income
Paper Investments

Portfolios Fixed-Income Paper Investments

Fixed-income paper investments are investments that have an expected yield
or rate of yetura. These terms refer to the interest earned for a one-year
period fram a paper investment. It is expressed as a percentage of the
investment amount. For example, the rate of return of a savings account at
a bank may be five perceLt a year.
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Advantages of fixed-income investments are: a) they will produce dividends
or interest; b) they are relatively easy to turn into cash; c) they produce
return in a relatively short time; d) they require little or no management;
and e) they are generally lowrisk. Let us take a closer look at the six
kinds of fixed-income paper investments.

1. Share Aocount. A business can always invest in a credit union share
account. This means a business deposits money into a credit union account.
In banks, it is called a bank account; in credit unions, it is called a
share account. These accounts are insured by the Federal Gbvernment (in
case the credit union fails or the money is stolen) and they pay interest.
The amount of interest paid by a credit union is the business s qpportunity
rate of return or the largest amount of income that can be produced fram a
risk-free investment. It becomes the standard by which all other business
investments are judged. If a share account pays seven percent, then all
other investments must pay seven percent or more. Seven percent is that
business's opportunity rate of return.

2. U.S. Teasnry Bills and Other Cbligations. U.S. Tteasury bills are sold
for less than the amount that is shown on the face. This is called being
sold at a discount. When the bill matures, in three, six, nine months, one
year, etc., it can be turned in for the-face amount. The difference
between the amount yoU paid and the face amount is the profit on the
investment. These are very safe investments and have a high liquidity.
That means they can be easily changed into cash if needed.

The U.S. Teasury also issues other kinds of paper investments:

a. Bonds--these mature in more than seven years and cost $25
or more;

b. Nbtes--these mature in less than seven years and are sold
in thousand dollar amounts;

c. Certificates of indebtedness--these mature in a year or
less and cost all different amounts.

U.S. Tteasury paper is considered to be the most conservative inveshnent
possible when it is held till maturity.

3. Federal Agency Nb4es. These are like Tteasury paper because they are
safe and highly liquid. Examples of federal wgency notes are: Federal
Home Loan bank notes and lennessee Valley Authority notes.

4. Bank Time Certificates of Deposit. A business can deposit money in a
bank for a certain length of time. The bank pays interest on the deposit.
This is called a Time Certificate of Deposit, or RD. It is non-negotiable
and has a fixed maturity date. Banks also issue negotiable certificates.
These are just like lals, except they usually require much larger
deposits.

5. Cbmmercial Piper. These are notes issued by major finance and
industrial eampanies. They are issued for short periods of time to raise
working capital.



6. Bbnds. A bond is a type of loan made by a) the federal government; b)
state or local government; and c) private business corporations. State and
local government bonds can be tax exempt, but usually pay lower interest
than private corporate bonds. Mbst bonds are considered to be relatively
low-risk investments. Bonds have a fixed rate of return over a specific
period of tilme. When they mature (in 1 to 30 years) they can be cashed in
for their face value.

All of the first six examples of paper investments produce the best yield
of low-risk investments. Mbre information about them can be obtained from
an investment banker.

The chart below shows what the rate of return was on several types of
fixed-income paper investments for the year 1977.

NAT YOU CAN GET FOR YaIR DCLIAR

If you had put your money in: Your yield would have been:

U.S. Tteasury Bills (90 days) 5.20
U.S. Tteasury Bills (180 days) 5.50
Canadian Tteasury Bills (90 days) 5.20
ICEls (less than 90 days) 5.38-5.63
Tat (more than 90 days) 5.75-6.0
Government bonds-short term 5.80
Government bonds-long term 7.40
Mbnicipal bonds-long term 5.71
Corporate bonds 8.47
Utility bonds 7.20

Source: Continental Bank, *ight Investors' Service.



POr tfol los Gown-Imams Paper Investments

1. °mon Stocks. Shares of ownership in a business or corporation are
known as common stock and are one of the major factors in the American
economy. They are the usual means of raiaing money for a corporation.
Investment in common stocks makes money in two ways. The board of
directors can declare a dividend. This is paid to stockholders. Second,
the value of stock can increase, so it is worth more than the original
price. For these reasons, the investment in common stock paper can grow
and is called a growth-income paper investment. This is different fram the
first six kinds of paper which produce a fixed rate of return.

There are two major disadvantages to common stock. a) There is no
assurance that the money invested will be paid back. It is a higher risk
investment than the first six kinds of paper. Investments in common stock
should be ltmited to the amount of money a person or corporation can afford
to lose if the business fails. b) The stock market changes daily, .so the
value of stock changes daily. The value of common,stock wdll go up and
down, on a daily basis, but eventually be worth more if the business
grows.

2. Ritual Hinds. Many investors buy shares in a professional investment
company or "mutual fund." The investment eampany then buys and sells stock
in other companies. MUtual funds have several advantages, even for the
smaller investor.

a. The investment campany spreads its investments around by buying
into several companies. This cuts down on the risk of loss by any
one investment.

b. MUtual fund stock is highly liquid. It can be bought and sold
like common stocks.

c. Professional management, rather than each investor, determines
what the mutual fund will invest in and how the investment will be
managed.

Real Eatate Invesbnents

Real estate investment is the investment of money into industrial,
commercial or residential type lands and buildings with the idea of earning
more money. Real estate investments creLte profits for the investor in two
ueys:

incame fram rents and leases (this is commenly called the annual
income flow);

increase in value of property so it can be sold for more than it
cost.

thecae frau rents and leases. While these can go up or down, they are
usually fixed for a certain time period by a contract. This is predictable
incame.
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Increase in value. The increase in value of samething is called
appreciation. Just like paper investments, a business should know when it
can expect to make same money fram its investments in real estate. There
are two values to consider when selling a real estate investment. One is
the book value. The other is the market value.

Book value is the amount paid less the
equipment wear out as they get older.

Market value is what the investment is
someone will pay to buy it. While the
depreciation, the market value usually

depreciation. Buildings and
They depreciate.

worth on the market. That is, what
book value usually goes down due to
goes up. This increase is called

Property taxes. It must be remembered that as the value of real estate
increases, the property tax on it also increases. An investment in real
estate should produce enough incame to cover this additional cost.

Nbrtgaging real estate. If the business owns real estate and needs same
money faster than it could get by selling its property, it can mortgage it
at a bank or credit union. To mortgage means that the bank or credit union
loans money on the value of the property and then "owns" the property until
the debt is paid off. If the debt is not paid off when due, the lender
keeps the property. As the value of the real estate increases, more money
can be borrowed against it. Mbrtgaging is a good way to get cash quickly
and still have full use of your property.

Investment in Business

Like all other investments, a business venture must produce profits for the
business. A decision to invest in business must take many factors into
consideration. Possible business investments include:

construction companies
security company
general store
trailer sales
barge line
airline

fishnet company
timber industry
fuel oil distributorship
fishing fleet
theater
bowling alley

Investment in Moan Resources

trucking company
bank

fishing,cannery
,hardware store
boat charters
air freight line

A few words also need to be said about a fourth kind of
investmentinvestment in human resources. This is not investment in the
strict financial sense. A business needs financial profits, but it also
might want to improve the welfare of its people. Tb do this, the business
could decide to invest some of its capital in human resources.
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The most common investments in human resources are training programm and
education. There is no guaranteed financial rate of return on these
investments. But the "yield" might be high in terms of peoples'
%ell-being. ,Also, a business could be more successful in the future if it
has adequately educated and trained its employees in the present. Also,
business money donated to a nonprofit organization such as an educational
or training center, mould be tax-exempt. For these reasons, investment in
human resources is a subject worth consideration.

fran Investment recision Akin& Cboperative Extension Service, University
of Alaska, Fairbanks, AK 99701. Publication 9A-3-051.
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Goal 11.0 To understand how to design the space
needed for the business

Competencies:

11.1 List all of the items needed to start the business
11.2 Make a diagran showing how work area is to be

arranged, including equipment, storage, display, and
customer areas
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What Makes a Good Office

Your Mit* furnishings will have to be geared to the spsoe you make
available for an °aloe. Cbsts eon be kept down ft you buy used office
furnishings or buy usfinished wood furniture and finish ft yourself. Same
desks end other tarnishisgs eon be easily node or oonverted if you are
heady with tools. Measure the spoof available and sketch a plan before
srakieg erg paroles's.

If an Mies is north hewing, it's worth setting up In a °comfortable style.
libre's e ehesklist of ubat's needed for an efficient offioe.



Ideas for Setting Up a Home Business Center
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Goal 12.0 To understand computerized programs

available for recordkeeping

Competencies:

12.1 Identify camputer programs that can be used for
recordkeepihg for hame-based businesses
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Identify Computer Programs

The following infonnation outlines software available to help the home
entrepreneur in record keeping.

Ti t 1 e : Accounts Payable

Source: Continental Software

Cbst: $250 (as, of 12/1/83)

Hardware Requirements: Apple II, II+, IIe, 48K, 2 disk drives, printer

Description: Continental's Accounts Payable is one of a set of related
accounting programs, each sold under the title The Cbmputer Programmed
Accountant (CPA). Although this package is fully capable of stand-alone
use, in the set each package can interactisith all the others in sharing
data. This package accepts invoice data fram the user and naintains all
the standard files: vendor lists, cash requirements, discounts, payment due
dates, aging data, a list of open invoices and a transaction register.
The user directs the program to paY selected invoices, or to pay specified
categories of invoices. The computer then prints required cheeks and
enters the data in the check register.

Title: Accounts Payable

Source: Peachtree Software

Cbst: $595 (as of 12/1/83)

Hardmere Requirements: IBM PC, 2 disk drives, printer

Description: As a part of a larger, integrated accounting system for the
ERN PC, Peachtree's Accounts Payable provides the mall business manager
with many valuable tools. Included are vendor records, payment due dates,
discount amounts and dates, and cash requirenents. The package contains
fifteen separate programs that accept input, create further data, prepare
reports, and instruct the user as to what further information is needed.
Available reports include cash requirements, open invoices, transaction
register, aging report, and a vendor file. Once the user directs the
computer to pay an invoice, it prints the check and updates the internal
check register. The system is menu driven for shnplicity of cperation.
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Title: Accounts Payable

Source: Radio Shack

Cost: $499 for Model 11 and 12; $599 for Model 18 (as of 12/1/83)

Hardmere Requirenents: TRS -80 Model 11, 12 or 18, 2 disk drives or hard
disk,.15: tractor printer

Description: This progran is part of a complete accounting package, all of
which can interact with mutually usable files. This is an accrual system
that provides: vendor file, alphabetical vendor list, accounts payable
transaction register, aging report, cash requiranents, precheck writing
accounts, check register, general ledger distribution, and manufactor
analysis.

Title: Accounts Receivable

Source: Cbntinental Software

Cbst: $250 (as of 12/1/83)

Hardware Requirements: Apple II, II+, Ile, 48K, 2 disk drives, printer

Description: This progran is one component of the Cbmputer Ptogrammed
Accountant (TA) by Cbntinental. It can be used as a stand-alone systan.
Accounts Receivable allows for printing invoices or statement billing on
purchases. The vendor sells preprinted invoice forms or the user can use
regular camputer paper. Reports include current receivables, aging
receivables, monthly sales, year-to-date sales, custamer lists, mailing
labels, and general ledger posting reports: The detailed aging report
includes custamer phone number for quick follas-up.

*

Title: Accounts Receivable

Source: Peachtree Sofhere

Cost: $595 (as of 12/1/83)

Hardware Requiranents: MN PC, 6, 2 disk drives, printer

Description: This program is designed to interface with the General Ledger
System by Peachtree; hatiever, either package can operate alone. This is a
complete invoicing and statement-generating packwge that is fully nenu
driven for simplicity of use. Cbstamer records, including credit
information and paynent records, are maintained autamatically. The pragram
provides current accounts receivable as well as three periods of egrA
receivables. It can also handle custamer credit lhnits, overpayments,
prepayments, credits to accounts, and multiple transactions to open
accounts.

* * *
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Title: Accounts Receivable

Source: Radio Shack

Cbst: $499 Mbdels 11 and 12; $599 for Mbdel III (as of 12/1/83)

Hardware Requirements: TRS -80 Mbdels 11 and 12 require 2 disk drives or
hard disk, 15" tractor printer

Description: Part of a fully integrated accounting system, Accounts
Receivable allows for open itan or balance forward operation that provides
for invoicing either at sale or statement billing; current receivables as
well as aging reports, mdth or without details; custamer accounts details
such as payment record, discounts, balances, and anount due at any given
time; and custamer sales tax variations based on tax codes, figuring of
cammissions, and discounts in computing net amounts due.

Title: AMDS

Source: Cbmputer Software International

Cbst: $1,850 (as of 12/1/83)

Hardware Requirements: INA PC, 64K, 2 disk drives, printer

Description: AIMS is amedical database inanagement system that can be usee
to serve only or 411''',0 or amultidoctor office, or can be used on a
networking basid to sezvt multiple offices. It features uedical data and
history collection usirg the national MIA format that lets doctors collect
directly fonr Medicare, Medicaid, Blue Cross/Blue Shield, and ENC. Charges
can be specif d to padent accounts, statements are generated, mailing
labels are printed, anc payuents are recorded and credited. Appointment
scheduling is laintaine4 and the doctor's free time is indicated.

Title: AppleW ,4-. II

Source: Apple Cbmputer

Cost: $195 (as of 12/1/83)

Hardware Requirements: Apple II, II+, IIe with 80-column card, 48K,
printor

Description: This is a much kiproved version of Apple's original
AppleWriter. It is a good word processing system for the inoney and quite
adequate for most home and anall business applications. It provides a
tutorial section in the appendix, which leads the beginner through shmple
ccumands. This is not a menu-driven system, so the user must inanorize a
large number of CIRL keys and special canmands. It does, however, have a
very comp!ete help subprogran that can be viewed at any time without losing
any text in the camputer. Cte advantage of this prairam is its efficiency.
Relatively little memory space is occupied by ,AppleNriter II at any thne,
thus allowing for much larger test files than many other word processing
packages.
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Title: Autoshop

Source: Eale-Eata Etta Processing Service

Cbst: $865 a up (as of 12/1/83)

Hardware Requirements: IBM PC, 6, 2 disk drives, printer

Description: This package solves day-to-day problems associated vAth the
management of an auto repair shop; maintains custamer repair orders,
eustamer order invoicing, supplier lists, and mailing lists; and provides
profit reports by single mobs or by time frame. It includes a payroll
system for employees using any one of four methods to figure gross pay.

Title: Business Graphics Analysis Pak

Source. Radio Shack

Cost: $174.95 (as of 12/1/83)

Hardware Regpraments: TRS-80 Model III, 48K, disk drive, graphics printer
or multipen p:otter

Eescription: The user supplies the types of graphic required, the number
of elements, labels, and item values. Ihe program does the rest. Edsk
files, such as VisiCale, can be used to provide the data. IRS-80's
excellent color graphic printer produces high-quality reproductions of the
graphics as seen on the screen.

TiLle: Caient Billing Systan

Source: High lbchnology Software Products

Cost: $100 (as of 12/1/83)

Hardware Requirements: Apple II, II+, IIe, 43K, 132 column printer, 1 or 2
disk drives

Eescription: Caient Billing Systan keeps track of custamer/client
transactions using either an hourly or a fixed rate charge. The system
%OH accammodate up to five hundred different rates. Menu driven, the
package handles job cost analysis, payments, and charges.
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Title: Computerized Fanm Records

Source: Micro Learnineare

Cbst: $99 (as of 12/1/63)

Hardware Requirements: Apple II, II+, IIe, 48K, IRS-60, 32E4 disk drive,
printer

Description: This package provides a very simple general ledger system,
tailored specifically for fanm operation. It accepts expense, receipts,
and enterprise records. Transactions can be taken directly fram the
checkbook and deposit slips. It provides reports shaving cash receipts and
disbursements on a month-to-date and a year-to-date basis either by
enterprise or, in total. Also available are capital purchase status
reports, financial statements, and an incane statement. NOneash
transactions can be accommodated. The program is fully ramu driven. %bile
more expensive packages provide more sophisticated capabilities, this
package performs many functions for a relatively los price.

Title: Edscounted Cash Flat,/ Analysis

Source: Isaac Software

Cbst: $35 (as of 12/1/63)

Hardware Pequirenents: Apple II, II+, lle, 48K, disk drive, printer

Description: This package discounts
interest rates or solves for yield.
day in a year fram 1950 to 2049. It

handling espabilities. Files can be

Title: EZEntry

Source: Systemics

Cbst: $99.95 (as of 12/1/63)

or accumulates cash flom at specified
Cash nom data can be entered for any
includes extensive editing and data
updated or merged as needed.

Hardware Requirements: BM PC, 64K, 2 disk drives, printer

Eescription: Eantry is an order-entry program that stores up to two
hundred product codes and can handle up to five hundred orders per storage
diskette. It accepts order entries and computes costs, tax, discounts, and
wholesale and retail price. It also prints eustamized invoices. For the
user wdth same camputer experience, the files can be interfaced wdth
accounting software; however, this package does not offer that capability.

. .
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Title: General Ledger

Source: BPI Systems

Cbst: $395 (as of 12/1/83)

Hardware Requirements: Apple II, II+, lle, 48K, 2 disk drives, printer

Description: General Ledger by BPI is well respected in the industry. It

can be used as a stand-alone system or it can functica as a part of the
integrated general accounting system by BPI. The very thorough
documentation is designed for the nonexpert and a simulated business is set
up on diskette to illustrate the prairam for the beginner. It works from a
general journal that interfaces with all other subsidiary ledgers in the
system. This system allows for the creation of up to four hundred general
ledger accounts, one hundred payroll ledgers, five hundred accounts
receivable ledgers, two hundred accounts payable ledgers, two hundred cash
disbursements records, and an invoice register. The BPI system includes
accounting functions that must be purchased separately in many other
systems.

Title: Ctneral Ledger

Source: Peachtree Software

Cbst: $585 (as of 12/1/83)

Hardwire Requirements: BMW PC, 2 disk drives, 64K, IBM PC ECS and disk
BASIC extension.

Etseription: RN considers this package to be the "heart" of its total
accounting system. It can stand alone or interact with an integrated
series of general accounting programs by the same vendor. It maintains a
detailed account of all financial transactions and produces balance sheets
and income statements. A transaction register is generated by account
number, source, entry session, or department, at che user's discretion. It

allows for eamparison of prior-year records to budget anount for the
current year. Repeating entries are made automatically. The system
contains a depreciation-schedule-generating function.
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Titles General Ledger

Source: Radio Shack

Cast: $499 for Model 11 and 12; $599 for Model 18 (as of 12/1/88)

Hardware Requirements: TRS -80 Model 11, 12 or 16, 2 disk drives or hard
drive, 15" printer with tractor drive

Description: This program is designed to stand alone or to interact with
the complete accounting system ,marketed by Radio Shack. It alloms for
establishment of accounts payable, accounts receivable, and payroll
ledgers. The system generates the following reports: incame statement,
balance sheet, supporting schedules, accounts chart, financial statements,
a register of general ledger transactions, trial balance wotk sheets, and
cash flow statements.

Title: Infotory

Source: SSR

Oast: $125 for IBM; $295 for Apple (versions are not interchangable) (as
of 12/1/83)

Hard%ere Requirements: Apple II, II+, Ile, 48K, IBM PC, 64K, 2 disk
drives, printer

Description: Infotory is a camplete inventory management system on Apple
with ECS 3.3 and can maintain about 1,200 inventory items; ECS 3.2.1 can
handle about 1,000 different items. On IDA, single-sided drives can
maintain records on 2,600 different items; double sided drives can handle
about 5,000. Ebcumentation is quite complete and the package is menu
driven. Infotory allow the user to make entries and inquiries on
individual -terns at will. Inventory reports, sales analyses, cost
analyses, and price lists can be obtained, as well as on-hand and on-order
cost and numbers for individual items. lhe program includes a reorder
reminder %ten items are running low in stock and provides a reorder list on
cam mand.

Title: Insure

Source: The Software ihrminal

Cbst: $250 (as of 12/1/83)

Hardware Requirements: Dal PC, 128K, 2

Description: This package is designed
small-to medium-sized insurance agency.
forty items in the client master file.
policies and paid and pending business.
available on denand.

disk drives, printer

to assist in the management of a
It stores client records of almost

Also included are separate files on
Nhiling lists and labels are

* * * * *
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Title: Inventory COntrol

Source: BPI Systens

Oast: $425 (as of 12/1/883)

Hardware Requirements: Apple II, II+, Ile, IBM PC, 2 disk drives, printer

Description: The BPI Inventory Cbntrol package is designed to operate
alone or in conjunction with the General Accounting System that includes a
t ,tal of five applications packages: payroll, general ledger, accounts
Iteeivable, accounts payable, and inventory control. This highly automated
system is fully unnu driven and includes tutorial materials in the
documentation to teach the beginning user. Each inventory record includes
fifteen itenw of information. The program takes orders, inquiries,
updates, purchases, credit memos, and other user input; produces shipping
orders, routing slips, purchase orders, invoices, customer lists, and
vendor lists; and provides numerous management reports such as inventory
control general ledger, profit and loss statements, trial balances, order
lists, and cash receipts, among many others. This is a very complete and
versatile system.

Title: Inventory Cbntrol System

Source: Radio Shack

Cbst: $299 for Mbdel 11; $399 for Model 11 and 16 (as of 12/1/83)

Hardware Requirements: T1S-80 Mbdel 11 with floppy or hard disk, Mbdel 16
with hard disk

Description: The program assists in cycle counting, ordering, and report
generation. As purchases are made, the program posts receipts, prints
mailing labels, and fully maintains files on listed items. Inventories are
updated as purchases are made and reorder lists and campany purchase orders
are prepared as inventories are depleted.

lItle: KYC (Know 'Your Client)

Source: Executive Microcomputing Software

Cbst: $124.95 (as of 12/1/83)

hardware Requirements: Apple II, II+, IIel IBM PC, 48K, disk drive,
printer optional

Description: KYC is a client-prospecting and follow-up system. It

maintains information on client name, title, address, phone, company name,
and data on last contact; keeps track of "callback request"; and provides
lists of clients who have not been contacted in the last thirty and sixty
days. Mailing lists and mailing labels can be generated.

* * * * *
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Title: Lazy Writer

Source: AlphaBit 03nmunications

Cost: under $50 (as of 12/1/83)

Hal are Requirements: TRS -80, 32E4 disk drive, printer

Eascription: Using this standard word processing package, the operator can
produce letters, forms, memoranda, mail labels and lists, manuscripts, and
other written material of any length. Features are fairly standard.
Included are boldface and underlining, which are not contained in many word
processing packages.

Title: Nbney Decisions, Vol. I, Vol. II

Source: Eagle Software Publishers

Cbst: $199 for Vol. 1: $299 for Vol. II: $399 for Vol. I and II (as of
12/1/83)

Hardware Requirements: Apple II, 11+, IIe, IBA PC, TRS -80 (IRS-80 uses
CP/N), disk drive, printer

Description: This is a sophisticated set of prograns that facilitates
management decisions. It alloms such comparisons as lease versus buy and
provides analyses of break-even points. Trend analysis and projection and
pricing and production decisions are handled as mall as capital budgeting.
In addition, the program has extensive graphics capability for graphic
analysis and additional applications for accounting, banking,
manufacturing, medicine, construction, civil engineering, and equipment
leasing. Vol. I consists of thirty-four programs, Vol. II has thirty-six
programs.
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Title: Multiplan

Source: MicroSoft

Cbst: $250 (as of 12/1/63)

Hardware Requirements: Apple II, II+, Ile, IBM PC, TRS-80 Model 1, 11,
111, disk drive, printer

Description: Mhltiplan is an electronic spreadsheet with up to 255 rows
and up to 63 columns. Each cell in the matrix starts out blank, but the
user can enter numbers, labels, or formulas as desired. No knowledge of
prograuning is required; however, effective use of such programs requires
that the user learn the package and its commands thoroughly. Thtorial
examples are included in the documentation for this purpose. Mhltiplan
allows the user to "link" up to eight different files on the diskette for
more complex analyses. This feature allows the user to make an entry on
one spreadsheet and have all of the cells that are affected in the other
sheets automatically updated. Electronic spreadsheets are ideal for
financial projections, comparison of management alternatives, and answering
nwhat if" questions using budget data or production data. Like other
spreadsheets, MUltiplan can be used in such lmodeling" or simulation
roles.

Title: Ctder Entry/PCS

Source: Radio Shack

Cost: $499 for Model 11; $599 for Model 16 (as of 12/1/83)

Hardware Reqpirements: TRS -SO Model 11 and 12 wdth 4 disk drives or hard
disk, Model 16 with 3 disk drives or hard disk, 15" wide printer

Description: This package is one part of a complete accounting systan
marketed by Radio Shack. It reqhires and interacts wdth the Acco4,-,ts
Receivable package and feeds infonmation to the Sales Analysis Pro
Ctders are entered and edited as needed. The prqgram provides the
follaming reports: item receipt registerv billing register, picking
tickets, order list, price list, item stock status report, and a purchasing
advice report. The program allams either single-pass invoicing or a bmo
pass order with separate billing.
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Titles The Order Scheduler

Sams High lbehnology Software Products

Casts $120 (as of 12/1/03)

Hardware Seqpiremsntss Apple II, 11.0, lle, printer, 2 disk drives

Deseriptions The Order lisheduler stmt. purchase order entries fron the
user ad maintains theta a first-In, first-cut basis until they are
shipped. It prints a 'caplets dolly shipping list, smintains a current
imvemtory of Moped items, and deletes lams from inventory as they are
purebred. Purehases that are to be filled repeatedly can be t *Ted once
and resstivated at the waffled Interval. lbe system can hands up to
five hundred separate puniness orders at a time.

Title* (Prapt Asmsrate Cbst Estimator)

lapses High lbehnology Sensate Products

Chet. $222 (a of 12/1/118)

Hardest* Ilsopeirammtss Apple II, II+, Il, III, MN EC, 6, 2 or 3 diskdrives, 122-eolam printer

Daseripticas P.A.C.S. is a general purpose cost estimation system that
meats detailed budgeter/ input from tbe user. As in all spreadsheet-type
programs, it is not a substitute for amputate budgeting and record keeping
on the part cif the user. It provides a detailed statement of estimated
eat, imeludimg a list of ressurees nada and time requirements. When
prisms or sedated data ohmage, the program automatially recalculates end
updstes them:hat the system.

Titles repro

Sams Catinestal Software

Cbsts 0122 (as et 12/1/113)

Hardearellespirammtss Apple II, II+, lle, 411K, 2 disk drives, printer

Deseriptions Castimatel Sottisen has assembled a complete four-module
asecumtlag system, alibis* Payroll is one part. Quplete personnel files
areallatalmed en ash employee to includes Oa worked, age or salary,
earldom withholdings, asation tbme earned armed, sick leave time
eased end used, and sem The programa includes current federal femme tax
sad Mk tables that cam be updated by the user as thee change. lbe
program esleulates the parent prilmts the checks, and updates tbe payroll
seemed amtomatieslly. Per am additimial fifty dollars yearly, COntinental
will suppti misdated tam dote digits.
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Title: Payroll

Source: Radio Shack

Cbst: $599 for Mbdel 11 and 12; $899 for MOdel 18 (as of 12/1/83)

Hardware Requirements: IBS -80 Mbdel 11, 12, or 18 with 2 disk drives or
hard disk, 15" printer with tractor drive

Description: This is a complete payroll system that accepts wage or salary
data, computes payroll, and prints checks. It then interfaces with the
gen:nil ledger system to update the payroll account contained there. It

handles hourly or salaried employees and allows up to seven different
payroll frequencies. Vacation, sick leave, and recall information are
maintained, and up to one year of detailed pay history can be recalled.
The package computes deductions for taxes and prints out W-2 fonns at the
end of the year.

Title: PFS:File

Source: Software Publishing

Cbst: $125 for Apple; $140 for IBM (as of 12/1/83)

Hardware Requirements: ERA FCwith 64, Apple II, II+, Ibewith 48K, 1
disk drive required, 2 disk drives preferred, printer

Description: A very sophisticated data management system, PFS:File has
excellent documentation and is easy to learn and shnple to use. It allows
the user to develop virtually any data fonmat required. The screen shows
exactly what the printed matter will look like to facilitate form design.
Item lengths are completely open up to the =hum length of a given fonn.
This feature allows for descriptive material or remarks sections to be
included. The current version includes numerical or alphabetic searches
and sorts: keyword, greater than, less than, between, and "not" searches.
Updating of existing entries, addition of new entries, and reformatting of
existing formats can be accomplished without loss of data previously
entered. Mailing labels, checks, and forms of almost any kind can be
printed. Only one type of fonn can be maintained per disk, which seems a
bit wasteful of disk space; however, this cuts down on the likelihood of
errors. The prograns can search any combination Of fields at one thne. If

the form is developed with sorting in mind, the program can sort more than
one field at a thne.
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Title: PFS:Graph

Source: Software Publishing

Cbst: $175 ((as of 12/1/63)

Hardware Requirements: Apple II, II+, lle, 64K, 2 disk drives, graphics
capable printer with graphics interface, color monitor preferred but not
required for monochrome display

Description: PFS:Graph produces line, bar, and pie graphs in monochrome or
color. While true text is not available, the high-resolution graphics text
generator provides a labeling capability for this program. Data stored on
PFS:File can be used to generate graphs, or data can be specified
separately. Pictures are saved as binary files that can be "chimed" onto
graphics-capable printers.

lltle: Property Listings Cbmparables

Source: Realty Software

Oast: $325 (as 12/1/83)

Hardware Requirements: UM PC, disk drive, printer

Description: This package provides a system for themaintenance of
property listings and comparable recent sales. It allows for the selection
of appropriate listings by price range, number of bedrooms, number of
units, city, and zone. One characteristic or a cambination of
characteristics can be specified by the prospect and the prajram selects
all appropriate listings. Performance selections can be made based on a
mexhmum gross factor, nuximum price per square foot of inprovenents, and
minimum cash flow required, in any cambination.

Title: The Prospector

Source: Ekecutive Etta Systeme

Cbst: $300 (as of 12/1/83)

Hardware Requirenents: IBM PC, 128K, disk drive, printer

Description: This is a sales prospect and follow-up organizer. It

supparti Sales efforts using personal sales calls, keeps a file on
custamers, assists in direct mail advertising by printing mailing lists,
separates regular clients frit' prospects, maintains supplier lists, and
prints mailing labels. All lists can be broken down into subsets based on
user-specified criteria.
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Title: Restaurant Inventory Cbntrol and Cbst Analysis Program

Source: Advanced Analytical Cbmputer Systeme

Cost: Contact vendor for quote

Hardsere Requirements: IBM PC, 128K, 2 disk drives, 132-column printer

Description: This program maintains a perpetual inventory and supply
reorder list and provides the capability to conduct a food cost analysis,
menu item analysis, sales mix analysis, and a current menu item cost
analysis. As the inventory control detects an upcaming shortage, a list of
food item reorders is generated along with printed purchases orders. ibis
program can be used in all types of restaurants and bars. Vendor/supplier
lists are maintained and can be updated as needed.

Title: Sales Analysis

Source: Micro Business Software

Cbst: $1,000 for source code: $200 for object code (as of 12/1/83)

Hardware Requirements: Apple II, II+, and IIE with CP/IW only vdth 4 disk
drives, IBM PC 6E using PC: ECS with 4 single-sided or 2 double-sided disk
drives, printer

Eescription: This package is designed for use with the vendor's Accounts
Receivable and Ctder Entry/Inventory Cbntrol packages. For that reason, it
is not a stand-alone system. Ibis system produces the sales analysis
reports by customer, customer category, state, item, iten category, sales
person, and for total sales.

Title: Sales Analysis

Source: Radio Shack

Cost: $299 for Nbdel 11 and 12: $399 for Nbdel 111

Hardware Requirements: TR-80 Nbdel 11 or 12 sdth 4
disk, Mbdel 16 with 3 disk drives or hard disk, 15"
feed

Description: This is the final component_ikthe complete accounting system

(as of 12/1/83)

disk drives or hard
printer with tractor

fram Radio Shack. It takes data fram the customer file of the Accounts
Receivable package or the item file of the Order Entry/ICS program.
Analyses inelude sales activity by customer, sales activity by type of
customer (detenmined by user), sales volume by customer, sales volume by
salesperson, summary by state, summary by item or item category, and total
sales volume.
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Title: Scripsit

Source: Radio Shack

Cbst: $399 (as of 12/1/83)

Hardware Requirements: TRS-80 Mbdel 11 or 12, disk drive, printer

Description: ScripF 7s Radio Shack's answer to ApplOriter II and IBM's
Easy*iter. It is a ry good general purpose word processing system and
includes all of the expected features. In addition, this program allows
for underlining, subscripts, superscripts, and boldface type. Scripsit is
a screen-oriented system, which means that the printed material will be
essentially identical to the screen version, wdth the exception that
formatting of printed copy can be done by means of commands embedded in the
text itself.

Title: The Store Manager

'Source: Bagh Thchnology Software Products

Cbst: $250 (as of 12/1/83)

Hardware Requirements: Apple II, II+, IIe, 48K, 2 or 3 disk drives

Eesciiption: The Store Manager accepts order entries and maintains
continually updated inventory on a maximum of 1,160 different items. It

provides up-to-the-minute sales totals for the entire store or by item. In
addition, it prints customer invoices, price quotations, receiving reports,
packing slips, purchase orders, and expense vouchers. The program is menu
drivca and uses plain Ehglish to communicate with the user. Also available
on command ixe inventory reports, reorder lists, item movement report, item
turnover report, alphabetized listings, and presorted mailing lists.

Title: Tax Decisions

Source: Eagle Software PUblishers

Cbst: $299 for IBM; under $200 for Apple and TRS-80 (as of 12/1/83)

Hardware Requirements: Apple II, II+, IIe, TRS -80 Mbdel 1, 11, 111 using
CPAW, IEW PC, printer

Ltscription: Tax Eecisions was developed by tax professionals to be used
by members of the profession. It performs most routine tax number
crunching to allow the tax planner to concentrate on tax planning instead
of computation. As wdth any tax program, the user should make sure the
program version is the current one and conforus to present tax laws and
regluations.

' t.
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Title: Thme Manager

Source: hnage Cbmputer Products

Cost: $150 (as of 12/1/83)

Hardwire Requirements: Apple II, II+, lle, 48K, printer (an internal clock
and 80-column board are optional)

Eescription: Time Manager provides a personal or professional desk
calendar. It generates daily agenda and "to do" lists. Uncompleted items
move to the next day. Items are given priority according to a
user-assigned code. Penmanent dates such as holidays need to be entered
only for the first year; they will appear each year thereafter.

Title: Time Manager

Source: B34

Cbst: $100 (as of 12/1/83)

Hardware Requirements: IBM PC with 64K, 1 or 2 disk drives, printer

Description: A shnple-to -use program, Time Manager provides the user with
a computerized desk calendar. Not only does it maintain a schedule of
appointments, it provides daily agenda, a daily "to do" list, and an
autamatic reminder of hmportant deadlines. It tracks events and expenses
individually or by category; data can later be collected in several
categories to support, for instance, tax records.

Ti t 1 e : Time Manager

Source: Radio Shack

Cost: $99.95 (as of 12/1/83)

Hardwire Requirements: T1S-80 Model 1 and 111, 48K, disk drive, printer
optional

Description: This relatively shpple program maintains a personal or
professional appointment calendar and provides a reminder for scheduled
meetings and deadlines. In addition, Tine Manager provides a permanent
record, daily "to do" lists and egenda, and uncompleted items are
autamatically transferred to the next day's list.
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Title: VersaPayroll

Source: HkE Cbnputronics

Cbst: $86.05 (as ( 12/1/83)

Hardware Requirements: B3N PC, 2 disk drives, printer, 48K

Description: This is one component of the camplete five-program
VersaBusiness System, but can be operated as a stand-alone systen. It

maintains complete payroll and financial data on all anployees of a mnall
business. It includes current tax tables that can be manually updated as
the rates change. The program computes payroll, prints the checks, updates
the payroll accounts, and prints out employee data sheets and quarterly
reports. AA year-end, W-2 forms are provided. A thirty-day money-back
guarantee is included with the purchase.

Title: VisiChle

Source: VisiCbrp

Cbst: $200 for IBM; $250 for Apple; $290 for TSR-80 (as of 12/1/83)

Hardware Requirements: Apple II, II+, IIE, IBM pr, TRS-80Model I, II,
III, disk drive, printer

Eescription: The all time best seller among electronic.spreadsheets,
VisiCalc provides a maxinun of 254 rams by 63 columns. Each cell can
aceept a number, label, or a fonnula that automatically calculates a
numerical entry for the user. Fonmulas ean be specified for individual
cells or replicated easy for sap:lents or complete rows or columns. Ihe
excellent documentation includes tutorial materials to help the user learn
the package's features and commends, which do tend to be a bit cryptic and
confusing at times. Electronic spreadsheets are very useful for making
economic projections, alternative comparisons

9

and answering "what if"
questions using budget or production data. Routine calculations and
recalculations resulting fran additions or changes in any data cell are
done automatically, resulting in greater acccuraev and less work than
manual spreadsheet work.

Title: VisiDex

Source: VisiCbrp

Cost: $250 (as of 12/1/83)

Hardwsre Requirements: Apple I!, II+, IIe with 48K, 1134 PCwith 64K, disk
drive, printer

Description: VisiDex is a data and ttme management system. It allons the
userto--organize_business_or4ersonal_information and provides a file
maintenance system. Names, addresses, phone numbers, dates, "to do" lists,
records of decisions and meetings, highlights of reports, tax infonmation,
and stock can be maintained. The program allows unlhmited
cross-referencing. A daily calendar is provided for maintaining
appointments andifor keetieg,track of upcaming events.
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Iltle: VisiSchedule

Source: VisiCbrp

Cbst: $300 (as of 12/1/83)

Hardware Requirements: Apple II, II+, Ile with 48K, IBM EC with 64K, at
least 2 disk drives, printer

Etscription: Complex project planning and scheduling are done with
relative ease using VisiCbrp's nem VisiSehedule. Critical tine paths arn
determined, automatically based on input characteristics. It allocates
time, costs, specifies start and end thne, vacation days, intermediate
deadlines, and project slack time for machines and workers. Ibis is a
powerful simulation-imodeling tool for decision making as well, because the
user can address "what if" questions simply by changing input
characteristics.

Title: VisiTtend/Plot

Source: VisiCbrp

Cbst: $300 (as of 12/1/83)

Hardware Requirements: IBM PC, 128K, disk drive, color graphics monitor
adapter, color monitor, printer with graphics capability and graphics dump
interface

Etscription: VisiTrend/Plot produces professional quality graphic displays
of line, bar, pie, and hi-low charts, with IENVs superior graphics and
mixed text capability. It accepts data manually or from VisiChle files.
Linear multiple regression projections are calculated fram VisiCelc data
and the projections are graphically presented. Ttend projection is done
with straight line, snoothing, or moving averages.

Iltle: WbrdStar

Source: MicroPro International

Cbst: $495 (as of 12/1/66)

Hardware Requirements: Apple II, II+, He, with CPAM capability and
80-column card, Mid PC, 48K, 1 or 2 disk drives, printer

Etscription: This is generally regarded as one of the better commercial
quality ward processing systems, although somewhat complicated to master.
WbrdStar is a screen-oriented system, which means that the text xill appear
on paper as it appears on the screen. While this decreases the &mount of
text that can be stored as a single file, the advantages of this system are
obvious. WbrdStar is the single most popular word processing system for
the Apple.
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Goal 13.0 To understand new products, procedures,
and equipment

Competencies:

13.1 Secure information to keep current on new products,
procedures, and equipment
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U.S. Small Business Administration
t Mike Development
115A

SBX Business
Development
Pamphlets

-r
1 ....L..

t

Management Aids (MA.$)*

Finonciol Nionageteent and Anolysis

_ MA 1.001 The ABC's of Borrowing
_ NIA 1.002 What Is the Best Selling Price?
_ MA 1013 Keep Po(nted lbward Profit
_ MA 1.004 Basic Budgets for Profit Planning
_ MA 1.005 Pricing for Small Manufacturers

1.006 Cash Flow in a Small Plant
. .007 Credit and Collections

_ MA 11108 Attacking Business Decishm Problems With
Breakeven Analysis

_ MA 1.009 A Venture Capital Primer for Small Busines1
_ MA 1.010 &counting Services fn Small Service Firm
- MA 1.011 Analyze Your Records to Reduce Costs
_ MA 1.012 Profit by Your Wholesalers' Services
_ MA 1.013 Steps in Meeting 'four Tax Obligations
_ MA 1.1)14 Getting the Facts for Income Tax Reporting
_ MA 1.015 Budgeting in a Small Business Firm
_ MA 1.016 Sound Cash Management and Horrnwing
_ MA 1.017 Keeping Records in Small Business
_ MA 1.018 Checklist for Profit Watching
_ MA 1.019 Simple Breakeven Analysis for Small Stores
_ MA 1.020 Profit Pricing and Costing for Services

Planning

_ MA 2.002
_ MA 2.004

_ MA 2.005
_ MA 2.006
_ MA 2,0U7
_ MA 2.008
_ MA 2.009

MA 2.010
_ MA 2.011
_ MA 2 012
_ MA 2.01:1

_ MA 2.014
_ MA 2.015
_ MA 2.016
_ MA 2.017

_ MA 2.018
MA 2.020

_ MA 2.021
_ MA 21)22
_ MA 2 024
_ MA 2 025
_ MA 2.026

_ MA 2.027

: )14

Locating or Relocating Your Business
Problems in Managing a Family-Owned
Business
The Equipment Replacement Decision
Finding a New Product for Your Company
Business Plan for Small Manufacturers
Business Plan for Small Construction Firms
Business Life Insurance
Planning and Goal Setting for Small Busines
Fixing Production Mistakes
Setting Up a Quality Control System
Can You Make Money With Thur Idea or
Invention?
Should You Lease or Buy F.quipment?
Can You Use a Minicomputer?
Checklist for Going Into Business
Factors in Considering a Shopping(
lncat ion
insurance Checklist for Small Business
Business Plan for Retailers
l'sing a Traffic Study to Select a Retail sin
Business Plan for Small Servim Firm.
Store Location -Little Things- Mean a I I

Thinking About Going Into Business?
li.asibility Checklist for Starting .1 Small
Business of Your Own
itow to Get Started With a small
:omputer



;eitenii munileement and Administration Small Business Bibliographies (SBBs)
. 1. I lamh.ratts

_ Mime Businesses
I. Selline By Mail Order
9 Marketing Research Pim edures

_ 10. Rt)ai ling
12. Statist it:A and Maps tor National Market Anaksis

_ 13. National Dinictories for 1 'se in Marketing
_ 11 Reconlkeeping Systems.Sinoil Store ancl Servil
_ Is. Basic Business Reference Sources
_ 20. AdvertisingRetail Store
_ 33 Retail Credit and Collection
_ 37 Buying for Retail Stores

72. Personnel Management
_ 73. Inventory Management
_ 83. Purchasing for Owners of Small Plants

88. Training for Small Business
_ 87 Financial Management
_ 88. Manufacturing Management
_ 89. Marketing fur Small Business
_ 90. New Product Development
_ 91. ideas Into Dollars (Inventors Guidel
_ 92. Effective Business Communication
_ 93. Productivity Mcnagement in Small Business
_ 94. Decision Making in Small Business

Total No. MA/SBB Pamphlets

MA .1 out
M. 3.002

_ MA 3004
MA 3 mei
NIA 3.0nu
\l. 10117

_ MA 1.0101
mA .1,0no

.._ NIA 3.010

Nlorketine

_. MA 4.9111
_ NIA 4.002
_ . MA 4.003

NIA 4.003
_ MA 4.007

MA 4.008

_ NIA 4.001
_ MA 4.012
_ MA 4.013
_ MA 4.015
_ MA 4.01n

4.018
_ MA 4.019
_ MA 4.020

11.1 4.1121

_ NIA 4.022

Delegating 11ttrk and Responsibility
Management Checklist for a Family Business
Preventing Retail 'theft
Stock Control for Small Stores
Reducing Shoplifting Losses
Preventing Burglary and Robbery Loss
Outwitting Bad-Check Passers
Preventing Embezzlement
Techniques for Problem Solving

1 'nderstanding Your Customer
Cntative Selling: The Competitive Edge
Measuring Sales Force Performance
Is the Independent Sales Agent for You?
Selling Products on Consignment
Tips on Getting More for Your Marketing
Dollar
Developing New Accounts
Marketing Checklist for Small Retailers
A Pricing Checklist for Small Retailers
Advertising Guidelines for Small Retail Firms
Signs in Your Business
Plan Your Advertising Budget
Learning About Your Market
Do You Know the Results of Thur Advertising?
slits ialt thertising hir Small Business
t "nderstanding Corporate Purchasing

Hreonizatiiin and Personnel

MA 5.001
MA 5.004
MA 1.005

_ ono
_ 11A 1.007
_ MA 1008
__ MA 1.009

Checklist for Developing a Training Program
Pointers on t 'sing Temporary-I lelp Services
Preventing Employee Pilferage
Setting Up a Pay System
Staffing Your Store
Managing Employee Benefits
Techniques for Productivity Improvement

Ceveirnmental Anairs

NIA o 003
NIA 11004

11.111.0111

\Its, (Ailerons

NIA 71812
11.1 7003

7.007
5131RT1

11.11

Incorporating a Small Business
Selecting the I.egal *;tructure tor Your
Business
Introdui t ion to Patents

ssociation Sell ices for Small Business
Market Overseas 11 oh IS. wernment (kip
Evaluating Franchise Opp atunities
Proposal Preparation for Small Business
Innovation Research ISHIR1
ItiilI'it I landlook
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Starting Out Series (SOSs)**
_ 0101 Building Service Contracting
_ 0104 Radio-Television Repair Shop
_ 0105 Retail Florists
_ 010(1 Franchised Businesses
_ 0107 Hardware Store or Home Centers
_ 0111 Sporting Goods Store
_ 0112 Drycleaning

0114 Cosmetology
_ OM Pest Control

nt Pi Marine Retailers
_ 0117 Retail Grncery Stores

1)122 Apparel Store
I Pharmacies

Office Prnducts
_ 0129 Interior Design Services

01:10 Fish Girming
_ Bicscles

111.14 Reuling t :itotrat.ttirs
_ an Printing

111.17 The Bookstore
01.18 I (now liii nishings

_ 11142 11 e :ream
0145 Sem int& Lenlers

_ 0148 Ptiriammil Refermi Service
0149 Selling Bs Mail Order
11150 SI der Energy
0201 flreakeven Point for Indeptimknt 'Fru( kers

_ 0202 Starting a Retail Travel Agency
(1203 Starting a Retail Decorating Products Business

_ 11204 Starting an Independent C:onsulting Pr.n.11S4,
_ 0205 Starting 411 Herironics Industry Consulting Print

Total No, SOS Pamphlets

1R9

BEST COPY AVAILABLE



TO ORDER:

I I hvck HU! I it It's that %flu nnol.

2. Figure Ihe cost below:

No. of NIA. Still Titles $.10

No. of SOS Titles $.25

TWA I. COST $

,t. b request another order form for the Business Development
Pamphlets. chr:k the space below:

Form 111A

4. 'In request an ortti,r form tnr the Business Development
Booklets, check w2ace below:

Form ItS U _

5. Fill in your nani JO ; :;ddress in the space provided.

Write a check oi mune) mdee payable to the U.S. Small
Business Administratiou

Ia tithe order form and p-vinvol to:

U.S. SMALL BUSINESS MiAINISTRATION
l',O. HON Al
IHAV FR. CO K112111-1111311

SBA 115A
December 1985 U.S. GPO. 19115-491-7S11,20032
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U.S. Small Business Administration
Office of Management Msistance
SBA 115B

MK Business
Development
Booklets

Yi03 341

178

Business Development Booklets

To Order: Complete the Order Form a nd check off requested
publications. Send it with your check or money order to the
Superintendent of Documents. Government Printing Office.
Washington. DC. 20402. Make check or money order payable to
the Superintendent of Documents. Do not send postage stamps
or cash. These booklets are not sold by the Small Business
Administration. Foreign remittances should be made by
international money order payable to the Superintendent of
Documents. by draft drawn in U.S. dollars on an American or
Cat: .dian bank located in the U.S. or Canada. or by UNESCO
cuupons. Pious note: In accordance with U.S. Department of the
Treasury regulations, checks drawn un Canadian banks fur
amounts of less than four U.S. dollars ($4.00) cannot be accepted.
This regulation also applies to Canadian money orders. lf the
value of your order is less than $4.00. we suggest you charge your
order to your MasterCard or VISA account. Please include your
card number and date of expiration. Prices subject to change
without notice.

Small Business Management Series
The books in this series discuss specific
management techniques or problems.
No.

1. An Employee Suggestion System for Small Companies
9. Cost Accounting for Small Manufacturers

Assists managers of small manufacturing firms establish
accounting procedures that help control production and
business costs.

15. Handbook of Small Business Finance
20. Ratio Analysis for Small Business
22. Practical Business Use of Government Statistics

Available only from SBA.
25. Guides for Profit Planning

Guides for computing and using th e. hreakeven point . the
level of gross profit. and the rate of return on investment.
Manr3ement Audit for Small Manufacturers
A questionnaire for manufacturers.

30. Insurance and Risk Management for Small Business
31. Management Audit for Small Retailers

149 questions to review business operations.
32. Financial Recordkeeping for Small Stores
33. Small Store Planning for Growth

Covers merchandising, advertising and display. and
provides checklists to increase sales.

35. Franchise Index/Profile
Presents an evaluation process that may be used to
investigate franchise opportunities.

36. Training Salesmen to Serve Industrial Markets
37. Financial Control by Time-Absorption Analysis
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No.
Management Audi! for Small Service Firms
A questionnaire for service firms.

:pt. Decision Points in Developing New Products
Provides path from idea to marketing plan ihr the small
manufacturing or H & D firm,

40. Management Audit for Small Construction Firms
Avai labia only from SBA.

41. Purchasing Management and Inventory Control for Small
Business

42. Managing the Small Service Firm for Growth and Profit
43. Credit and Collections for Small Stores

Starting and Managing Series
This series is designed to help the small
entrepreneur "to look before leaping" into a
business.
No.

. Starting and Managing a Small Business of Your Own
101. Starting and Managing a Small Service Business

Nonseries Publications
A Basic Guide to Exporting
003-009-00349-1 (Commerce Dept.)
U.S. Government PurcEasing and Sales Directory
A directory for businesses interested in selling to the U.S.
Government. Lists the purchasing needs of various Agencies.
041-000-00226-0
Managing for Profits
Discusses the various management functions.
045-000-00206-3
Buying and Selling a Small Business
045-0110-00164-4
Strengthening Small Business Management
Emphasizes management self-improvement. Available from SBA
only.
The Best of the SRI Review-1973-1979
Management ideas for the small business owner-manager.
045-000-00172-5

Business Basics
Each of the 23 self-study booklets in this series
contains text. questions. and exercises that teach a
specific aspect of small business management.
No.
1001
1002
1003
1004
1005
1006
1007
1008
1009

The Profii Plan
Capital Planning
Understanding Money Sources
Evaluating Money Sources
Asset Management
Managing Fixed Assets
Understanding Costs

Cost Control
Marketing Strategy

Continued on Back Panel

1 71;

Business Basics (continued)
No.
1010 Retail Buying Function
1011 Inventory ManagementWholesale/Retail
1012 Retail Merchandise Management
1013 Consumer Credit
1014 Credit and Collections: Policy and Procedures
1015 Purchasing for Manufacturing Firms
1016 Inventory ManagementManufacturing/Service
1017 Inventory and Scheduling lbchniques
1018 Risk Management and Insurance
1019 Managing Retail Salespeople
1020 Job Analysis, Job Specifications, and Job Descriptions
1021 Recruiting and Selecting Employees
1022 Training and Developing Employees
1023 Employee Relations and Personnel Policies

Prices shown were in effect in October 1985. Prices tA wernment
publications are subject to changewithout notic .no i.e prices
charged on your order will be those in effect whe:..nu vier isprocessed.

A 25-percent discount is given forquantities of 100 or more of the
$a me publication to a single address. For foreign mailings, please
add 25 percent to prices shown above.

The publications listed above may also be purchased from U.S.
Department of Commerce field offices. If one is located in your
city. consult your telephone directory for the address.

A companion form. SBA-115A. listsBusiness Development
Pamphlets and is available without charge from SM. P.O. Box
15434. Fort Worth. Texas 76119.

115B

*U.5. GPO 1913411-423/10006



,M11111111111.

L

41=110816

cm

"sE

II
X

ri1 pp? h

11[2i nElutcny0' llnapoce

t ib-fteril I

CA
I :

cn 5 11
%Kkw11:11i

-
=1

11.
am.

M111=1

111

v

3
a.

.1
MMINO

=NMI

NNE.

=MIMI

woo.

11

.1F.

.1

MEMO

1 80

Order Form Check List

Small Business Management Seri
No. Stock No. Price
1. ___ 045-000-000'20-6 $3.50
9. 045-000-00162 -8 0.00

15. 045-000 -00208-0 4.50
20. 045-000-00150-4 4.50
25. 045-000-00137-7 4.50
')(1 045-000-00151-2 4.25
30. 045-000-00209-8 5.00
:11. 045-000-00149-1 4.50
32. 045-000-00142-3 5.50
:13. 045-000-00152-1 5.50
35 _ _045-000-00125-3 4.50
'16 , 045-000-00133-4 2.50
17 045-000-00134-2 5.50
38. _045-000-00203-9 4.50
39 045-000-00146-6 4.25
41. 045-000-00167-9 4.50
42 , 045-000-00165-2 4.25
43, 045-000-00169-5 5.00

Starting and Managing Series
No. Stock No. Price

1 _ 045-000-00212-8 $4.75
101 _ 045-000-00207-1 4.50

Nonseries Publications
Stock No. Price

_003-009-00349-1 $6.50
045-000-00226-8 5.50
045-000-00206-3 5.50
045-000-00164-4 5.00
045-000-00172-5 5.50

Business Basics
No. Stock No. Price
1001. _045-000-00192-0 $4.50
1002. _045-000-00193-8 4.50
1003. _045-000-00194-6 4.75
1004 _045-000-00174-1 5.00
1005. _045-000-00175-0 2.75
1006. _045-000-00176-8 4.75
1007. _045-000-00195-4 3.25
1008. _045-000-00187-3 4.75
1009. _045-000-00188-1 4.75
1010 _045-000-00177-6 4.50
1011. _045-000-00190-3 4.50
1012. _045-000-00178-4 4.75
1013. _045-000-00179-2 4.50
1014. _045-000-00180-13 4.75
1015. .._045-000-00181-4 4.75
1016. 045-000-00182-2 4.75
1017 045-000-00183-1 4.75
1018. ._ 045-000-00184-9 4.50
1019. _045-000-00189-0 4.75
1020 _045-000-00185-7 4.50
1021 _045-000-00186-5 4.50
1022. _045-000-00191-1 4.50
1023. _045-000-00196-2 4.50
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Additional Resources

Alaska Business Mbnthly, Alaska Publishing Cb., Inc. P.O. Box 102696,
Anchorage, AK 99510, 276-4373. $21.95 for 1-year subscription; $37.95 for
2-year subscription; $44.95 for 3-year subscription.

Cbntains articles on:

Ttends in Adaska business

Personalities in Alaska business

Alaskan businesses

Advice oriented columns written by Alaskan business people

Al Home in the Office: A. Guide for the Ebme Worker, Office for Research in
High Technology Education, Uhiversity of Tennessee, 428 Claxton Addition,
College of Education, Knoxville, TN 37996, December, 1984.

Contains information on:

Psychological and economic issues related to hame-based business

Lam and agencies affecting the hane mrker

Hardware and softmare that could be used in hame-based business

Arranging work space

Basic Skills for the Ttadea, Alaska Department of Education, University of
Alaska, and the Job Ttaining Partnership Education Cbnsortium, 1985.
Available fram Vocational Materials Library, Office of Adult and Vocational
Education, Box F, Juneau, AK 998111 (907) 465-2980.

The series of instructional nodules contain information or):

Cbmmunications

HUman Relations

Trade Math

Safety

c



Enterprising Women, Artemis Enterprises, Inc. 525 West End Avenue, New
York, NY 10024.

This monthly magazine addresses women's roles in the economy and
professions, and contains information on:

Thxes

Insurance

Personal finances

Nhnagement issues

Establishing a Business in Alaska, Alaska Department of Cbmfferce and
Economic Development, Office of Enterprise, Box Y4 Juneau, AK 99811, 1986.

This handbook contains information on:

Planning and establishing a business in Alaska

Agencies to contact for assistance

Upme Entrepreneurship: Instructional Nhterials in the Operation of a Small
Busingss_fisuLtheJbm Susan F. Weis and Kay S. O'Brien, The Pennsylvania
State University, Pennsylvania Deparbnent of Education, Bureau of
Vocational Education, Bhrrisburg, PA, June, 1983.

Contains information on:

Ekploring a home-based home economics business

Planning the business

Legal considerations

Sources of money

Purchasing materials

Setting prices

Record keeping

Advertising and selling

Format lists objectives, information, suggested activities, and
references.

Home-Based Entrepreneur Newsletter, J. Esters-Brown Publications, 5505 S.
Everett, Chicago, IL 60637.

This newsletter contains information of interest to the home-based business
person.



Inc. Magazine, Inc. Publishing Corporation, P.O. Box 2538, Boulder, CO
80322. $24 for 1-year subscription.

This monthly magazine contains management tools and techniques for small
graming companies and businom people.

Investment_and Business Opportunity Nem, Sutton Place Publications, P.O.
Box 610097, Nbrth Miami, FL 33161. $10 for 1-year subscription.

This bi-monthly magazine contains information on business and investment
opportunities including franchises and distributorship.

jalltnal_AlLanajillajneaLanageaelal West Virginia University, Bureau of
Business Research? NOrgantown, %V 26506. $10 for 1-year subscription.

This quarterly magazine on small businesd management contains information
on:

Advertising

Publiic relations

Minority business

Accounting

Franchising

rdirmicarouterLdn_sma jimaingfAulknagemwa, The National Center for
Research in Vocational Education, The Ohio State University, 1960 Kenny
Road, Columbus, al 43210, 1984.

Cbntains information on:

Applications of mdcrouomputers in small business

Business software reviews

Instructional software reviews

Evaluation criteria for software

Software evaluations

Business software sources, addresses

MinsLIQuiLasLausinexualizia, Cbralee Smith Kern, P.O. Box 14850,
Chicago, IL 60614.

This bi-monthly newsletter contains current information on operating a
home-based business.

1,
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Cverating a Biome Business in Washington_State, Small Business Development

Center, Small Business AdMinistration, and Washington State Mice of Small
Business. Available fran Department of Commerce and Economic Development,
101 General Adininistration Building AK-13, (Myopia, WA 98504, (206)
753-5614, July, 1984.

Contains information on:

'deciding to start a hame-based business

Business planning

Selecting the right business structure

Record keeping

Selling techniques

O.,11 O. ;If 11 ; :

Bliaineaukagahia_ancuttnagenent, Illinois Office of EdUcation, Department
of Adult, Vocational and Technical EdUcation, Professional and CUrriculum
Development Section, 100 North First Street, Springfield, IL 62777, June,
1976.

COntains information on:

Determining product and market

Cbtaining initial capital

Choosing the legal form of organization

Record keeping

Insurance

Format lists unit objectives, student objectives, case studies, and
discussion questions.

planning_Xour OM Hone Business, Cbralee Smith Kern and Tamara Hoffman
WOlfgran, WAICareer Horizons, 4255 West Ibuhy Avenue, Lincolnwood, IL
60646, 1986.

This book contains information on:

Setting up and operating your own business

Using accounting, banking, marketing, and other professional services
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Erg=jamagsment_Comigngjes Resource Oiide, Alaska Department of Educat i on ,

1985. Amailable from Vbeational Materials Library, Ctfice of Adult and
Vocational Education, Box F, Juneau, AK 99811 (907) 465-2980.

This resource guide was developed to assist educators in implementing
pre-employment campetencies as a focused portion of the vocational
education curriculum.

program for Acoiliring Competence in Entrepreneurship (PACE), The National
Center for Research in Vocational Education, The Ohio State University,
1960 Kenny Road, Cblumbus, GI 43210, 1983.

This series includes instructional units on all aspects of starting and
operating a mnall business; as %ell as instructors' guides and resource
guides. Materials are available at three levels:

level 1 helps students understand the creation and operation of a
business

level 2 prepares students to plan a business in the future

level 3 guides students in starting and managing their own businesses

Regional Minority and %bnen-Ovaled Business Edrectories, (Western Edition),
Business Research Servicesi Inc., 2 East 22nd Street, Suite 308, lanbard,
IL (312) 495-8787 ($95.00)

This regional directory contains mdnority and women-owned business
information for local and regional areas. The Edrectory categorizes and
provides descriptions of businesses.

Retail Merchandising, Wingate-Samson, Southwestern Publishing Col, 8th
Edition, 1975.

This textbook contains good information on:

Selling techniques

Processing the purchase transaction

Insurance

Retailing methods

185
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&mending in the World of Wbrk, EImbrell-Vineyard, McKnight and MeKnight
Publishing Cb., First Edition, 1970.

This textbook contains good infonmation on the use of checking accounts.

Where to Find Business Informationi A Wbrld-Wide Chide for Everyone Who
Needs The Ansmrs to EWsiness Questions, David M. Brownstone and Cbrdon
Chrruth, The Bildson Croup, Inc., Pleasantville, NY, John Wiley and Sons,
Inc., 1979.

This guide provides a comprehensive list for finding resources in all areas
of business.

pbmen in_Business, American Business Wamen's Association, 9100 Ward
Parkmy, Kansas City, MD 64114.

This magazine, issued nine thnes a year, provides information on:

Legislation

Finance

Business Technology

Cbmmunications

'Duces

yibwen Working Ibne: The Ibme-Based Business Chide and Directory, Mhrion
Behr and Wendy Lazar, WWII Press, Second Edition, 1983.

This resource book includes practical advice for anyone planning a
home-based business, and includes information on:

Shnplified recordkeeping

Cbmputer systems

Setting prices

Successful ffarketing

Working for Yourself: Chreer Planning Information, Oregon Chreer
Information System, University of Oregon, 1787 Agate Street, Eugene, CR
97403, (503) 686-3872, October, 1985.

Cbntains information on:

Self-employment options

Ttaits of entrepreneurs

Deciding to go into business

Mhking a business succeed

186

199



Resource Agencies

Assistance 2217 N. Jordan Avenue, Juneau, AK
99801, 789-3660 (Carolyn Mackey), 143 E. 9th Street, Anchorage, AK 99501,
279-7427.

Eat: $10/hour

Services include econanic veritability reviews; preparation of business
plans and loan packages; bookkeeping system design; market research and
preparation of marketing plans; reviem of business practices; assistance
mdth business certification; bonding, bidding and esthmating assistance in
construction-related jobs.

Alaska State Chamber of. Cownereel 301 2nd Street, Juneau, AK 99801,
586-2323.

Promotes Alaska industry and commeice.

Alaska Vibments Cwadssion4 3601 C Street, Suite 742, Anchorage, AK 99503.

Research and advocacy to hnprove status of women in employment, health,
education, hanenaking, civil and legal rights. Clfers ssninars, workshops,
and conferences around state. Publishes materials on women's issues.

,

Economde Development Achinistration, U.S. Department of Cbmmerce, 701 C
Street, Box 10, Anchorwie, AK 99513, 271-5857.

Provides grants and loans to job producing enterprises.

fibme-Based Businesswoman's Network, 5 Cedar Hill Road, Salem, MA 01970.

National Alliance of Hene-Based Businesswomen, P.O. Box 951.113, Norwood, NJ
07648.

Clfice of Enterprise, Alaska Department of Cbmmerce and Economic
Development, Pouch D, Juneau, AK 99811, 465-2018.

Informational publications and hands-on business assistance to service
industries, retail and wholesale trades, merufacturers, transporation
companies, finance, insurance and real estate firms.

.SEILLEusinenAcimlniatratioa, 701 C Street, Bbx 67, Anchorage, AK 99513,
271-4022.

Information and federally-guaranteed business loans (lhnit $500,000);
assistance infonmation and publications on marketing and management for nem
and existing small busineises.
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